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CHAPTER I 
INTRODUCTION 


The state of Illinois has not had a statewide 
property tax since 1932. Govemor Honry Horner suspended 
the state proporty tax levy during tho Depression, leaving 


the levy and collection of tho property tax to local 


governments. Property taxes, particularly personal prop- 


erty taxes, have beon attacked in the past few years as 
being inequitably agysessed and collected. As Joseph Meok, 
delegate to the TAinois Constitutional Convention of 
1970 stated; 
This is not a tax system--it is a Pay and 
Pray System. It is aptly called the Sue and Set- 
tle System. It aids the large corporation 
against the small businessman While tempting both 
of them to corruption. 
In the months just preceding the Constitutional 
Convention of 1970, the Illinois General Assembly had taken 


steps to relieve the burden of the majority of the 


TRecord of Proceodings, Sixth T1linois:Constitu- 


tional Convontien, Comnitcoe Pronosel3, Decenbor 8, 1969-7 » 


Soptervor 3, 1970 \Wpringrield: “State of illinois, 19727> 
p. 2,131, quoted in Gorhard Casnor, "Article IX, Section 5 
(c) of the 1970/11] isis Constitution: Legislative In- 
tont,"” Roplecoment R nue Sources (Chicago: Illinois 


State Chamber of Commorce, 1973), p. A-2. 
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tution of 1870. This proposed amondinont oliminated indt- 
vidual porgonal proporty taxes. It was in this political 
Setting that tho deloewates to the Illinois Constitutional 
Convdntion of 1970 wroto Articlo IX, Section S, which 
states: | 


(c) On or boforo January 1, 1979, the Gon- 
oral Assombly by law shall abolish all ad valorom 
porgyonal proporty taxes and concurrontly thoro- 
with and thoreafter shall replace all rovenue 
lost by units of local gfovernmont ead, School dis- 
tricts a3 a rosilt of the abolition ®f ad valorom 
porsonal proporty taxos subsequent to January 1, 
171. Such revenue shall bo replaced by impos ing 
Statowido taxes, other than ad valorom taxes on 
real estate solely on those classog relieved of 
tho burden of paying ad valoro: personal proporty 
taxes becauso of tho abolition of such taxes sub- 
soquent to January 2, 1971. If any taxes imposed 
for such roplaco:..nt purposes aro taxes on or 
moasured by incom), such roplacesent taxes shall 
nos be considered for tho purpose of the limita- 
tions of ono tax and tho ratio of 8 to 3 sot 
forth in So¢tion 3 (a) of this articlo, 


. 


It soomed the wise and prudent political action in 
1970 to delay the abolition, of the pergonal property tax 
for nino yoars. Now that timo period ig almost ovor ane 
the lerislature.has mado no attompt to deal with the prob- 
dem of replacing the revenue which will bo Leak, This 
Study is one attempt to determino the sizo and naturo of 
the fiscal reform the Pee istveues must bring about in 


ordor to fulfill tho requirements of Articlo IX, Soction & 


“Illinois, Censtitution, art. TX, see. 5. 


10° | a | ; 


5 
a. 


baxpayors by proposing an dnondmont to the Illinots Contd - 


of the Ilbltnuols Coughs Beton of bescoy 
Definition of Torna 
Th» followings terns ins used Ln this seals ad thoy 
aro detinod bolew. | 
Adequacy--Sulfictont rovonno sources avallable to 
accomplish tho intended re of the tax, 
Article of Implomontation--articlo IX, Section § 
of the Illinois Constitution of 1970 (previously quoted), 
Central City Diatricta--Central city districts are: 
- « « those school districts sone tie laryvost 
clty in oach of tho nine gtandard motropolitan 


Statistical aroas ot iilingis as dotined by roe, 
1970 consus of population and housing. 


Flantis ty--Tho ratio of tho perconta,ro increase 
| . | 
7 in tax coll ons at a constant tax rato td~tho percontage 
incroase in gross national product .4 \ ~ Ae 


Equity--The equal troatmont of equals .° 


3a, Alan Hickrod, Bon C. Hubbard, and Thomas Wei- 
Chi Yang, The 1973 Ke forin ot the Litinois Gonoral Purpose 


Educational G Grant= ~in= n-Aid: A point. deion and an isvaluation 
(ioral: Dopartment of Bducaticnal auministration, Illi- 


nois State University, 1975), p. 35. 


Vadvisory Commission on Interrovernmental Kelatiens 
Stato-Locnl Rovenus systems end adaicational finance 
(washington, D.C.: Govemmont irinchi: vu. rico,” 1972), 


pp. e-17. 

Janos M. Buchanan, Public Pinner in Democratic 
Process See Hill: The University of North Carolina + 
Progs, 1907), Pf. oils 
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Piseak ventral fty--’he bovet of axpendttures in 
diatrict should oe ai function Of local diutrfet weal 

Lilinots ea end camino ot the 
state of Illinois adopted tn 1970. | ' 

dmpact. of Taxation--Tho Laxpayor Avainst whom a 
tax is lovied, . 

Incidence of Taxatlon--Tho taxpayor who finally 
pays the tax, aftor any ghitetins re placa. 


Indopondent City Districta--Indopondont city ‘dis- 


tricts are, "Those School districts gervini me ate ‘tha 
population of 10 »0GQ: or more in Pe but mot le «> --dth 


in a standard notropolitan ee eee area. nb 


Low Growth Suburbon Sehos} Distrtets--Those schoo 
: a ee stb nchonl Districts 
districts located within a standard motropolitan statis- 


tical area, but not located within the central city, whicl 


were below tho median percontaye incroase of studont ene 


C) 


Pollment prowth for 1964-1973." 


P Operntional Tax Ratas--Sporational tax rates are: 
| 
All taxes used to suport funds, except bond and 


*% interest; rent; transportation; speeinl education 
im OMlIdinss = | . candied ah funds sunsner 
; §ci:00] and vucaticual builain: are ins Juded in the 
— ro ., Abe 
Or; chrod, Hubbard, and 1605, Lore] -73 Koforn, 
Pp. 35 
» 
fom a 
bao em 
] 
% 12 
aa ng 
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-* ah oe oe -_ 
: eet 7 ave . . . . * eee : : 3 4 ‘ ow 5 
a Beit Bool lay Ws seg rey le lage? ‘ ; a 3 - : a @ : 
7 opemiticnaa tase ?and agé--used to establish ‘tho’ 
effort of the district’? pie ow So ‘, 
eee 2; 
Personal Property--Personal’ property is defined.as 
follows: a a , | * | 
: : F ; yo Res > he . 
eS PT ae tae : . 
- | + Personal property offen is referred to ag 


"personalty." Personal property is further 
“ivided into 1eenei ngs” and "intangible" -prop- 
erty; Tangible perstrial property possesses — 
value in itself because it can be used. Exam-~ ‘ 
ples of property falling im this class are: = \ 
automobiles, livestock, furniture, watches, 
jéwelry, machinery, merchandise, grain, ete. 
Antangible personal property on the other hand 
is generally spelen of. as property that repre- 
‘sents a right to value. ‘Stocks, bonds, notes, 
mortgages, cash, bank-deposits; accoumts, . 
crodits. accrued>¥ terest, are the more ¢ Ommon § 
intangibles. Good Will, patents, franchises, 
annuities, and royalties are algo classed as 
intangible property. | 
Certain property that otherwise might be 
considered real estate under the. avove ules is 
declared by law to be personal property. ‘Where 
this is the case the definition in the law is' 
always decisivo. oo 
1. Nursery.stock if severed from the land 
is personal property, classified as merchandise, 
2. Gas mains and Pipes, laid in roads, streets; 
or alleys, are assessed as personal property. 4 
However, underground concrete conduits constructed , 
by an electric company for its cables and wires 
and built to conform:'to.a city ordinance requirin 
underground installation aro not tanrible person 
property for taxation purposes. These are real 
estate. _ . ; 
3. Water mains laid partly in streets and 
' Olectric wires attachod to roles partly in streets 
. 8re assessed as personal property, because they 


/ 


t 


are analogous to gas: ‘ns, 
h. Oi1 pipe li-33 a 5 assessed as person 
property. ; 


Sr oe O. Garber and Ben C. Hubbard, Thaw, Finance, and ~ 
the Poacher in Illinois (Danville, Illinois: the Inter- 


———— ee re eee 


state Printers and fublishers, inc., 1975), p. 199. 


. ‘ 


po oo 


~ . : 7 NF . : Ds ,6 a 
_* g. Pg : 5. Street car tracks aré assessed as personal 
_ .* property... Whatever property right a street rail-' . 
’ Way company may have in strips of public street - 
Pavement between or along its tracks, this proper- s 8 
ty is intangible. property 8ven though the strips 
were Paved«and are maintained by the company’. 
6. Taxabie bridgés are assessed as personal 
_— ‘property, excepting ‘that taxable interstate toll 
=i bridges are assessed as real estate. 
"476 All property that. is not attached toa 
building or other reali estate by screws, nails, 
etc..is personal property, since not a "perma- 
nent” fixture. = — oe 
8. If propérty is attached to a building or’ 
; other real estate by Screws, nails, etc., but ig 
‘ owned by a tenant who has an agreement or under-~ 
- Standing that he tay remove the Same at his dis- ; 
: cretion, it is personal property. (Sword v, Low, <“ .- 
* 122 Ill. 487.) For example, billboards that may be 
removed at the discretion of the owner are person— ‘ 
al property. : Pay ve : 
9. Capital stock\of domestic corporations is 
assessed to the- corporktion as personal property. 
Stocks of. foreign corporations owned by residents 
as porsonal property. if 


~ of Illinois are assassdl 
ye corporation does not havo“ tangibde personal 


co 


property assessed in Illinois, : . 
10. Not preriium receipts i-agents ‘of foreign 
fire and marine insurance Companies are listed 
as personal property. } 
ll. A franchise granted by any law of this 
; state shall be assesséd ag personal property. ¥ 
§ -1l2. ‘Whore a deod for real estate is held for 
*& - the" payment of a sum of money, Such sum, so se- 
cured, shall be held to be personal property and 
shall be listed and Ssessed as Credits, | A mort- 
gage or trust deed is:personal Property. A mort- 
gage in process of foreclosure igs personal prop+ 
erty. A certificate of purchase. of premises 
bought at a*master's gale under a decree of fore-«~ 
Closure, subject to .tKe ual right of' redemption, 
-. 13 personal property even the omer of the 
certificate pays taxes on tig real estate, % 
13. Where réal estate is &xempt in the hands 
of the holder of the foo but is contracted to be ~ 
Sold, the amount paid therecn by the purchaser, 
togother with the enKenced value of the invest- 
ment and improvement thereon until the fea: is 
conveyed, shall be held to be Personal property, 


} 
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sf 
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— a 


j \ ., and listedsand asséssed as such in tho Place J 
“" where the land is situated. . : 
1d. If property doss not seem to come within 
any of the above rules, the intent of the owner - a 
of the roperty’controls. Suck intent may be ~ 
deterriinec from (1) the nature of the property, 
: : ' (2) its ownership, (3) its adaptability to-its 
” ae present location, and (h) any lease oF agreements: ~ \ 
pertaining to it (Assessors? Manual), ae 


Personal Property Tax Valuation--A procedure Yor * 
, ; . j 
determining the value of property, defined in the oe 
: ‘ ar anal ~ 


ae .) . 
’ ' . ; ,., 
~ 


as =. : : > ; _- 
‘ (1) All personal property, except herein: 
otherwise directed,-shall be valuoad-at its fair — 
cash value. ~ , a 
‘ (2) Every credit for a sum certain, payable 
either in money or labor, shall be-valued at a 
fair cash value Lor the sum so payable; if for 
any article of property, or for labor or services 
-of ahy-kind, it: shell: be valued at the current 
price of such property, labor or Service, ™ 
(3) Annuities and royalties shall be valued 
at their present value. . 
4) The capital stock of all companies and. 
associationa créated under the laws of this State, 
except companies and associations organized for 
purely manufacturing and mercantile purposes, or 
for ‘either of such purposes, or for the nining 
and “sale of coal, or for printing, or for the 
: publishins of newspapers, or ‘for the improving 
and breeding of stock, or for banking or for 
. “+ building and loan purposes, shall be so valued 
by the Department as to ascertain and dotermine 
respectively, tho«fair cash value of such 
capitel stack, including tho franchise, ovor and 
above the assessed value of tho tangible proper- 
ty of such company or association. Provided, ° 
that in all cases where the tanrible property or 
capital stock of any company or association ; 
unassessed under this Act, the shares of capital 


’ > 
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9T114nois Tax Revorts (Chicago: Commerce Clearing 
House, Inc,, 19(C,. De 25073. ee 
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: J 
stock of such company ° r ‘association shall not 


be assessed or taxed this State. This clause 
“shall not apply to the capital stock or shares 


of capital stock of: banks organized under the 


general banking: laws of this State. The provi- a 


Sions of this Section are subject to tho provi- 


Sions of and are eg by Batanga 162872 


of expenditure per WADA pupil betwoen school districts 


mebnin, Illinois over time. -. 


“~ 


ee 21a-8 of this A 


— 


es amen ded. 


Permissible Variance--A a in the varias: 


aw 


. 


Rapid Growth Suburban School Di Stietseuthesc 


€ 


school districts located within a standard metropolitan 


statistical area, -but not Located within the céntral cit 


“wo 


enrollment growth for’ T96ly- -1973,21. = j 


Region i sthegion 1 includes sictisting. oo Kane, 


~ 


on 


Ys 


which were above the median percentage increase of student 


2 


Cook, Du ‘Page, Kendall, Will, Grundy, and smihies counties, 


’ 


Region 2--Region 2 includes Jo Naviess, Seccheus 


Winnebago, Boone, Carroll, Ogle, ‘DeKalb, Whiteside, Lee, 


-Rock Island, 


LaSalle counties. 


Region 3--Region 3 includes Staric, Knox, Warren, 


senderapn; Hance. MeDonough, Fulton, Peoria, Tazewell, 


7 


on, 


Mercer, Henn, Bureau, oe Marshall, and 


va 


Mason, ‘Schuyler, Adams, Pike, Brown, Cass, Morgan, Scott, a 


Me, 
= 


a 


1011; indis, "Valuation of Personal Property, 1 


Illinois Revised Statutes, i 120,'sec. 502. 


, > . 


: _— | | & 


' 18. “4 


| - a Hickrod, Hubbard, “and Yane, The 1973 poten, ae 
p. 35.. 3 ‘ a - 


aac 


y : ; s : : - ° 
; fax Sengamon, Menard, and christian counties, 


> 


* Region 4--Region includes Woodford, “Livingston, 
Ford, Inoqucts, McLean, Logan, DeWitt, a 
? 


: eas Macon, Piatt, Douglas, OEE ‘Coles, BUREENOD. 


or 


‘Shelby, ‘umberLand, and Clark counties. 


~ “~ 7 


Hogign gn BocRépion ° includes Calhoun, Greéne } on 
oo 
" Magoupin, te eee Jersey, Madison, Bond, St. Clair, 
Clinton, Washington, enn Os Randolph, and Perry counties, 


Repion. 6--Region 6 includes Massac, Pulaski, 


_ ~ Alexander, Union, Johnson, Pope, Hardin, ee ciaoiy William- 
son, sanene, Gallatin, ea Hamilton, White, 
Jefferson, Wayne, Edwards, Wabksh, Marion, Olay, Aiehland, 


Lawrence, Fayette, Effingham, Jasper, and Graniena. un=., 


tioes.- 


i" 


Regressivity--The per’ Cont. of the taxpayer's ncome ES 
which fs taken ade nensas as that income increases, 


* Rural School Districts-=Those school districts 


“ 


, Which were neither ‘within a standard hetropolitan statis-- o 


tical area, nor were designated as ifdependent cities 12 


s 


Shiftin ing of Tax Burden --The tie venent oft the pase 


weet 
£ 


‘pueden from impact to Ineidenee, 


: .* TWADA -- 
SS 


Average Daily Attendance Veo Appondix hs 


. ‘ 
° : : ~ : ; 
: P “3 os 
. B . 1 : ‘ , 
; - 7 
, . 
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"Type of School pitiwic: re schoo} 


2 distficts, charac toriged as either K-12 (usuall - referred 
~ ; 
"to as unit istricts), 9- 12-(usu ly referrdé to as high 


school peace) oF e (usually ‘referred to as elemen-» 


- 
» 


tary school districts). = ; a . 


t 


+ - . derived-by subtracting the ‘total cost of 
materials (including material » supplios, fuel, 
- @lectric energy, cost oe resales and wiséellas c 
neous’ receipts Bf from the value of shipments (in- 
cluding resales) and sthor rece ints. ee ee 
the roaul tind ane jount by the net \change in’ fink ; 
ished products ah hd work-in-proces¥s inventories» 
between the beginning and the: end of the year, 
Value added avoids tho duplicaticn in the valup 
of shipmeyfts figure which results from the in~ 
ion-6f the shipment of ostablishments pro- 
cin materials ‘a a oe along..with the 


a 
: _ Kalue Added by Wanufecttre--Value added bx_manu- 
Tacture iy "3 * — a Pa wy 


3 nts Srodueine. fini ‘products. It does 
4xclude purchased business services. . » 3 
. ae . , - 

t., \ General Procedures j 
ae 4 


Arentval State aid data for each school diss* 


tri¢t for tie 197) - -1975 general state aid actunl claim 


was peeoived from the Illinois Office of Education. 
The avtual Claim “amount , if- ‘the Formula were fully: 
funded, for each school district. was compared to the. 


La (rain under each of the following situations: 


* 
oe ¥ 


wenn 7 
Be; .° . ‘ 
: - » : \ 


335, S., Department of Commerce, Buroau of the.Cen- 
sus, Census of Manufacturers, VOL se: D5: Sunmary and Sub ject. 


Statistics (Washington, D. Ce U.S. Govornment Frinting 


“Office, 1971), p. 19. 


cad 


poe 48 


XN _ rd | ; a 
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8 yy aj the porsonal epoceney assossed valuation of the dis - 
, _thict was “removod from the district tax base; (2) the | 
Sistrict bax base was adjusted to correspond to an assess- 
nent level of 33 ahd 1/3 per cent of the market Value , 14 


a (3) the pergonal property assessed valuation was re- 


¢ : 5 fos 
’ . oved and the ax base was adjusted to 33-and 1/3 mi cent 


2 the market value. The conbavisens wore made tod foxes 


. 


mine’ the effects pot each of these ghenees in terms of i 


| Avera 2) Daily panei ineines pupil on school de aeptetes 
with, sitine eee at characteristics, similar, érganiza-.- 
tional type, fiscal noutrality, and pormiysible variance. 

School districts wera sorted by enrollment charactorigtics, 

', using a Snedwaln Rank Order. Correlation to determine the 
naff ude of the change in the rank ‘ordor of the GStEietss .” 
iat terns or “equal zed assessed valuation per TWADA pupil, 
under gach of the preceding conditions, School districts. 


“thet, resorted by organizational type, again UsRs oe 


the Spearman Rank dagen’ Correlation asa measure of matsp! ~ ~ 


oS is tude. Comparisgns f the Spearman Rast Order Correlations 
% a - 
ae were made to determine which of the conditions imposed had 


, > . 3 + 
, e Ub one adeeacsa valuation of each school district 
with proporty valuod’at 33 and 1/3 per cont of fair 
market value was ‘calculated pom. arcnival ro¢ords from 
the Department of Local sovor nm ant Affairs (s0ce-Chapter 
TIL) « F , 
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the Breatest effect upon a particular organizational thpe, 
or a particujir group of” districts with Similar’ enrollment -- 
characteristics. Effects on permissible variance were ; 
. meadpred in each of the cases by the McLoone Index and the 
cosfficiont of variation, Effects on fiscal neutrality ° 
¢ | were MOSSURSG in each case ie the Gini Index and the: 
| regression coefficient, 7 . “oY 
+ wrroni tal real and personal, property Sduaticcs = 
eniil sacl data for tne Goats 1946-1974, total | 
taxes locally levied for the years 1946- =1973, and edueas 
tional taxes locally levied for the years 196 - -1973 were 
gathered Foon the Department of Locgi Government Affairs. 
j is data was ogee to: project tte | following: (1X real 
| LS, state equalized assessed valuation 1975-1979, aa tal 
taxes locally levied 197-1979, and (3) “stocndiontY cel / 
Locally levied 1975- -1979. Estimates, based upon the pre-~ 
needing projections, were made of (1) personal property 2 
equalized assessed valuation 1975-1979, (2) total taxes | 
_ locally levied lost 197h- “1979, and (3) educational taxes | 
locally levied lost 1975-1979. An alternative projection 
and estimate was prepared for the total educational taxes 
locally levied 1ds t 1975-1979. Projections were made using 


the sipil ti ple regression technique for aot analysis. 


a . peegroceedtng: of the Illinois Constitutional Some 


vention of 1970 were reviewed to detormine the’ Ainitatiens 


29 ; 
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and intent of the dratters of the -constitution, when they - 
wrote Article IX, Section 5. Court cases which were 
relevant to this section, bath* the IllinoYs\Suprem Court 
and United States Supreme Court, were Peyicued. Any 
authoritative journal articles oo relevant to nas 
section Were also examined.,. 
: The Literature was reviewed ts determine which , 
aiternaéive taxes Wane feasible er use,in fllinois. The 
, Limitations— of the Illinois Constitution and philosophical 
constraints found in classical and modern taxation theory 
were the criteria used to determine feasibility. 
_. Different vevenue allocation mothods were devel- 
. oped; these ailocatian methods contered around two diffoer- 
ent issues. The problems were replacing revenue lost to 
all taxing bodies and the unique problom of replacing 
revonue lost to education in vibw of the constraints out- 


lined in the Serrano decision. 


1% 


a a _celinitations 


ws 
This study was limited in tho projection phase by 
. the calendar years 1946-1979: In the simulation phase, 
| the study Coverod only the tax yoar 1973 and ‘the school 
years 197]- 1$75. School distvicéa which wore. formed or 
“ceased to.exist betwoon the 1973 tax year and the 197h-- 


1975 School .year were dropped from the Study. School 


4 
XM. 
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distric (3S which had a varsatibn on recorded assessed valu; 

ation greater than or. equal to 1 per cent, when assessment 

rocords on file at tho Illinois Office of Education and 


on > 


/ the Department of Local Government Affairs were cémparod, 
were excluded. In the® section uealaing with Gnrolinent ” 
( characteristics, only 930 schoo] ° aistricts were identified 
vo as consolidation had occurred which resulted in new % 


districts that could not be used. * ™ 


b 
Ku 


3 _ Assumptions 
In this time of uncertain economic futuros, the 
-. past is probably the pest predictor of the future. Thore- 
fore, it was ass umed that over the short rurt'-(1975-1979) 
the assessed valuation of both real and personal property 
would continue in the upw rd trends demonstrated from 
1946-197). Further, it was as#imoa that the total and 
educational taxes locally leyied for 1975-1979 would con- | 
tinue in trends they had demonstrated from 1946-1973. | 
* Education is one product or a child's background 
’ | which that chil@ will take with it for the rest of its 
life wherever it goes. TUGUOLORS:, the kind of education 
that child receivod should be the best that, is available 
“in. the state. Also, no matter whore that child lives in 
_ Tees that education. should be avaitable. in other 


words, Shen child. is ontitled to an equal education, and 


ae 
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that educational opportunity snould not be determined by 
where the child livés. <2 ? oo 


gers 
Some local governments no longer have the“tax base 


‘to provide all of oe services waten their constituency ‘ 


requires of thon. Soe the constituercy desires the se 


“services, efoy aided pay forythem through local property 


taxes, local governments! main revenue source. Local” 


7 


governments would have a an bdse available to 
: bo oy 


‘them if the state assumed a greeter share of the burden 


which education placas 6n the local property tax™base, 


Purposes of the Study 
The purposes of the study are as follows: 
1. Determine what the writers of the coffstitution 
intended in Article IX, Section Ss. / 
Ce Determine the effects on. Local school districts 


ba the personal property tax had been abolished on January 


iy 1973 


3. Deternine the’ effects on local school districts 


ar House Bill 990 had been fully implemented on January 1, 


1973. 
4. Deternine the effects on local school districts 


if the personal proporty tax had oF abolished on January 


13 1973 and‘iouse Bill 990 had been fully implemented on 


January 1, 1973. 


23 
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5. Detetiine. the effect of the loss of the persan- 
al meobenid assesséd valuation on the ranking of school 
districts on the basis of assessed vere eron per Sieh 
pupil © for. one year (FY) 1975. 


é. Determine the effect of House Bill 990 on the - 


ranking of school districts on the basis of assessed valu- 


- ation per THADA pupil for FY. 1975. 


7. Determine the effect of the loss of the per- 
Sonal property, assessed valuation and House Bill 990 on 
the ranking ‘of school districts on the basis of assessed 
val¥ation per TWADA pupil for FY 1975, 

\ 8X. Determine the effect that the loss of the 
perponal property assessed valuation would have on the 
etate contribution to education through tho grant-in-aid 
formula in FY 1975 an terns of achievement of fiscal 
neutrality and permissible variance, . 

9. Determine the effect that House Bill 990 woulda 
have on the state comtribut . or: 22> education through the 
gxant- in-aid formule ™ in FY 1275 1 terms of achievement of 
fiscal neutrality and pormissible variance. | 

10. Determine the effect that the loss of the pene 
Sonal property assessod valuation and cass Bill 990 
would have on the /ststo contribution to education through 
the state Brantein-aid formula in FY 1975 in terms of 


achievement of fiscal noutrality and pernissible varignce. 


a4 


16 
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- defined by Khe Illinois “office® of Education. 
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11. Determine the éffect that loss of the Sonsoney 


Grroperty assessed valuation will have upon school districts 


in each of the bix Yegions defined by the Tilfnois Office « 
. : i , . = 
of Education. | ue = - * 


et 


15, Netermine the effect that House Bill. 990 will 


have upon ponood districts in each of the ‘Six regions 


t 


13. . Determine the sbiack that the lows of the 


‘personal property asge3ged varubtton and House Bill 990 


will have upon school districts An each of the six regions 
defined by the Illinois office of Education. 

1h. Eatimate the amount of funds which the consti- 
tution says must be replaced to all units of local gover- 
ment and school Aisepicts.ca January 1, 1979, by the state, 
bee result of the proposed abolition. 

pase Deterninoe the limstations imposed upon the 
logislature by tho constitution, with respect to alterna- 
tive replacement tax sources. | 
| 16. Develép alternative tax sources widen ote 
consistent with the limitations imposed in the Illinois 
constitution. . 

17.. ,Determniine at tho effect of these alternatiye 
taxes would be on the + 


titive relationship of Illinois 


businesses in tho inarkotplace. 


& 
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districts. a A 


Li 


Lo. Dovelep alternati Sa Ste Le viaich will. deliver 
th 


‘the ae eepiieeS amount, Ae siens ‘to replace the revenue 


for oporations lost to units of local government and schoo] 


we 


—_ 


19. Pakemdas if the present eens in-aid Soran 


would Ke able PE bo bie te replace the revenues lost due 


‘to the abolition. of the personal ‘property tax, or if ney 


wonna Boece don ielaniye modification. 


20. Develop alternative ‘models whieh Will replace 


the revenue lost to the bond end interest fund of the 


local school]: trict as a result of the abolition 6f the > 


personal pr¢ tax. 


/ By x Vovelop altornative models to insure that | 
individwar ee eater will ney awe their debt 


limite tl ae AS a result of tite loss of tho assessod 


ve 


valuation Pron personal ponents. 

ee. Devolop alternative models which deliver the 
appropriato a.cunt of collocted. revenue if the assessed 
valuation of an iavelauai School dis trict changes after 


January 1,’ 1979. . 4 


23. Dovelor preposald fur considoration by the 


Qa 


General Assembly ant its several committees and commissions 
which aro studyin.; this problem ond will be affected by the 


decision. 
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‘CHAPTER II - 
INTENT OF ARTICLE IX, SECTION 5, AS REVEALED ll 
IN THE TRANSCRIPT OF THE DEBATES - 


IN THE CONSTITUTIONAL CONVENTION 


On August 9, 1970, the Sixth Illinois Sonstatutien: 
al Con¥@htion adopted Article IX, Section © of the proposed 
Illinois Constitution of 1970. It was ratified by the 
people on December 15, 1970, and became effective on 


July 1, 1971. Its language was clear, but its intent ap- 


‘peared not to be go dtear, The purpose of this éhapter is 


to determine, as nearly as possible, the intent of the , 


drafters, 


The Committee on Revenue and Finance of the Sixth 
Constitutional Convention submitted Proposal Number 2, 
Section }.2 to the convention on Junie"T, 1970. It read 


as follows: 


The General Assembly may classify personal 
property for purposes of taxation, may abolish 
such taxes on any and all classes thereof, and 
may authorize the levy of taxes in lieu of the 
taxation of personal property by valuation.1 


C 


"Record of Proceedings, Sixth Illinois Constitu- 
tional Conventicn, Cormittes Proposals, Docamoor 5, 1959- 


September 3, 1970 (Springfieid: State of TI Aneis, 1972); 
Pe. 2,129. ; im 
4 


‘ 
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As it was submitted, this was ne revenue article which 
dealt with personal property. engee were four minority 
eprntens filed with Ae committee report. 
The minority opinions centered around three points. 
First, the proposal to reinstate the ad valorem personal 
os property tax on individuals which. might be, and many felt .. 
* would be, eliminaced on November 3, 1970 by the passage of 
the proposed améndment to the Constitution of 1870. The 
committee reported that ‘the mover te tax should be rein-. 
stated but that the legislature should also have broad and 
we 4 Sweeping powers to yetom the personal property tax laws. 
Concern was expressed that the adoptio of the proposed 
‘amendment would cause litigation over the definition of ; * 
"individual" which could be enmeees if the legislature a 
had the ability to reform the personal property | tax ina 
manner more consistent with the mandpte of the lth Amend- 
pent of the Constitution Jf the United States. It was 
stated in the committee Hepone: that the eine would 


p 


certainly "be conscious of whatevor public attitude .toward 
personal property taxation is revealed by the results oF 


the’ November 3 election. ue The dissenters (Delégates 


Cicero, Downen, S. Johnson, Meek, Mullen, Ozinga, eng S\N 


Scott) felt that this possibility would be so distasteful 


~~ 
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to the voters that it would seroeten the poaecee of the 
entire Revenue Article. : \ : 

The second point was the abolition of the personal 
property tax. There was concern that there was a need for 
a personal property tax; but one which was not based upon 
the ad valorem (value of the item) ae The tax could be 
ae basis of dollars per square foot (mobile homes) or 
dollars per horsepower (airvrart), but it:.was not to be 
based upon a method which tried to ae value of the 
property. It was charged by ee minority that assessment | 


by value is open to pressures, manipulation, corruption, 


payoffs, and other injusticos."3 It was not the purpose 


_ of the dissenters to eliminate the revenue which wag being 


generated, but rather they wanted to change the method of 
taxing personal property from which the revenue was being 
generated, This was’ to be done over a nine-year period 
for an brderly transition to take place. 

Tho third point was insuring that the revenue lost 
to the local governments would be replaced. » There is no 
provision in Section .2 for the replacement of revenue 
lost because oF the abolition of tax on a class of proper- 
oy Local governments vrecei yed"approximately a per cent’ 


of their income from porsonay property assosannts, with 


t 


3tpid., p. 2,140. 
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Some counties receiving 50 por ceat of hei tec tean 
personal property adseaamenta. ae there was-much soneomni. 
as to the method of revenuo replacement. The naoniey felt 
that this was the time to incorporate new. sources of. 
revenue, i.6., the income tax, into the shared support of 
local government. Thorefore, in order to eliminate thbse 
concerns, the following minority proposal was submitted: 


Any ad valorem personal property tax abolished 
on the dato this article takes effoct shall not be 
reinstated or imposod thereafter. On January 1, 
1979, the General Assembly shall abolish all ad 
valorem personal property taxes not previ sly 
abolished and shall replace revenue lost #5 local 

\ government units.as a result of such abolition by 
levying or authorizing the Ipvy of taxes other 
than on an ad valorem basis.4 : 


This proposal was submittod by Delegates Downen, S. Johnson, ' 


7 


Moek, Mullen, Ozinga, and Scott. ; 

’ These majority. and minority proposals were brought 
before the convention for consideration on June 19, 1970. 
The direction of shift of the tax burden was a matter of 
immediate concern, as the debate shows: 

Mr. Zeglis: Tho next question, Mr. Karns, well, 

then it is a fact that the removal of any part 

* of the porsonal proporty tax will shift over to 

the real estate if tho local government is levy- 

ing the maximum rate,-and all bond issuos will 

now be assessed arainst real ostate only? 


Mr. Karns: Thatts right, yes. In my opinion, 
in the first instance or in tha short run, the 


x 
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only anes to make up ‘the oe by a shift to 
the real estate tax, < ; 
Mr. Zeglis: This all shifts to the real paneeee 
Mr. Karns: That's my opinion. The Senenal 
Assembly can-provide "in lieu of taxes," . It 
sounds fine, but A a they will do 30 or not, 
remains to be seen. 

On June 25, 1970,. Section lez 2 was Brought before 
the convention, seated as a Conmittee of the Whole. At 
this time the minority proposal was submitted by the 
sponsors es an addition ‘to the commebuee papont. Delegate 
Elward: gave meatnonate: ‘for continuing “the personal property 
tax, 

It is, in my judgment, a serious mistake--at 

least at first reading, and I think perhaps 
throughout the Convention--to take any category 


of property which could be taxed and f eaearass 
it forever by constitutional mandate 


e 
At this time, Delegate Scott reiterated that the purpose 
was: not to eliminate the personal property tax, only to 
eliminate the ad valorem method of personal property 


taxation. He then listed approximately twenty different. 


taxes which could be imposed upon personal property, none 


of which were based upon the value of tho item. Some 


, 
Record of Proceedings, Sixth Illinois ronsti tu. 


tional. sonvention , Verbatin | transcripts, December 5, 1969 
to May 2l, — (Springfield: State of "ITlinois, 1973), 
P. ° “ls 912. e 
s 
6 
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concern Was expressed about the method of taxation that 
could be used to insure that corporations shared an ade- 


quate. portion of tho tax burden without the use of the - 


* 


. personal proporty tax, as can be geon from the ae 
quotes: 


Mr. Tomei: That was to be my next question. Do -; 
you ‘think there would be some other way to reach - 
corporations on’ taxes other than income taxes ; 
and other than ad valorem personal property taxes? 


Mr. S. Johnson: Yes, I think there are several (¢ 
ways. It depends only upon the imagination of : 
the people who are trying to tax; +83 - 


Then, the subject of the effect of the decreased 
assessed valuation upon schools was raised. . 


Mr. C. Parker: .. . Ono of the costs of educa- 
tion, as you lmow, is--to the local commnity--is 
the building of school buildings. That is--the 
money had to be raised by a referendum--a vote of 
tne people. Your bonding Capacity depends upon 5 
per.cent.of your assessed valuation. Now accord- 
ing to this proposal, what does this do to that 
bonding capacity the way wo figure it now? How 
does that work out? 


Mr. S. Johnson: .. . I am confident that the 
Local Governnont Comnittes will come out with a 
proposal that will eliminate that archaic provi- 
sion, and so that removing personal property-- 
assessed valuation from porsonal proporty--in . 
tandem with tho rouoval of tying debt to assessed 
valuation will havo no offect whatsoever on the" 
ability--or should increase the ability--of local 

‘'gvvernments to issue indebtedness for school 

. buildings. 3 

Mr. CG. Parker: Aro you saying then that this does 

definitely--according to this proposal this would 


ea ee 
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definitely affect the present base as we now fig- 
ure it? e 


Mr. S.. Johnson: If we continue to tie debt limit 
~-local debt--to assessed valuation--the 5 per 
cent Gebt limit to assessed valuation, yes, it 


would. — . 
Mr. C, Parker: That's all I really wanted to 
know.” , we. 


Later in the day, the subject of bonded indebtedness was 
approached in a different manner. 


Mr. Zeglis: . . . Doesn't this amendment--removal . 
ofthe personal property tax--in any form auto- 
matically shift all existing bond issue expense ae , 
immediately to the real estate in the state of 

Tllinois? | : 


Mr. S. Johnson: It depends upon what you do in 
local government, Delegate -Zeglis, whether it 
does that or not. - ~ 


f 


Mr. Zeglis: .. . When we file our bond levy with 
the county clerk, we say,,"Collect this money from 
the assessed property in aun district." Automa- 
tically--the removal of any personal property auto- 
matically puts the entire bond issue over on real ‘ 
-estate. ... 

In addition to’that there are 6,500 taxing 
bodies in the state of Illinois, many of whom are 
not levying their maximum rate, that automatically 
that is made up and shifted over to the real es- 
tate. You automatically raise all real estate | 
taxes when you remove any part of the po ncaes 
property tax in the state of Illinois. 


ee the debate, Delegate Scott offered some solutions 


to these problems. . : _ 


Srpia., p. 2,043. 
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Mr. Scott: if i may Nr. Presidont, I would like 
tov-add tovthat a little. Naturally, I would sub- 
Stantiato’ what Delogate Johnson has said but, 
number ‘Y, when a school district:‘loses valuation 
it qualifies for State oqualization aid sooner 
and faster. It throws an eavlior load, as far 

as equalizati aid, maihly for the education 
fund. ? ‘ 

«+» One Baind that I am thinking of, for example, 
1s that if [debt] wero tied to\ the present 
system ang ee Saye the 5. per cemt, for example, 
to.6 or # and make it for unit districts 12 per 
cént, which would encourage’ consolidation further, 
Give local governments, schools, ¢ities, town- 

amt: avg otnors the right to issue bonds pay- 
ab out “of nonproperty tax revenues and those 
bonds so issued would not go against the debt r 
gi canbe 

".There,.are many. y many Ways and I am sure that 

_we can aetinty his. 10 | 


Sologig ©, Parker continued to ask questions of 


ry 


Delegate ae ‘During this series of questions, Delegate 
Cc. Parkes stated shat his ee concern was that the state 
assume more Lonsivirity for the sapsert of ‘education: 

He pofnitod oft that he was not concerned that the stgte 
Provide additions: funds, but if-a shift in the tax burden - 
from Se Mi iege: eas to state government was forthcoming, 
the responsibility of the atate should ne sipaniy outlined. 
Delegate Parkhurst informed the grbup that the proposal of 
whe Local Govarument Co tee would remove the constitu- 


Richa debt limitation. This would mean that all debt 


limitation would be atatutory and could be altered by the 


* 
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legislature to compensate for the lost revenues Also, the 
committee would propose.that the provision of the Constitu- 
tion of 1870 be removed which mandated that units of local 


- government*could not issue bonds unless they levied a 


direct tax against real. estate to pay for the bonds. He 
also pointed out fhat the General Assembly would not have 
to impose taxes to replace all the revenue which would be 
lost, since proposed home rule provisions would allow some 
units of government to generate their own revenue. Dele- 
gate Bottino seemed to yoice the feelings of many delegates 


when he said: 


+ + + unless we write into this constitution some- 
thing that would mandate tho state to take care of 
more of the cost of education--and I think all of 
us understand that this is a big burden. of local 
government--that um less we do Something of this 
nature through our ‘constitution, can we have--or 
assure our people back home that we are truly pro- 
viding for a shifting of the burden from the local - 
to the state or that we are Just providing the 
means whereby the legislature can do this. 

I personally would like to see something 
written into the constitution that would mandate 
the legislature to move in the direction we are 
all speaking of. . . ,i1 ; 


. Mr. Elward proposeé@to alter the language by de- 
leting the ones or not imposed" and "or imposed" from the 
amendnent, and to include the words "or before," so that 
there would not be a requirement that the setiion take place 


similtaneously. Both amendments were accepted by the 


dlinia. Py 
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Sponsors of the minority proposal. This, except for some 
changes made by the Style, Drafting, and Submission Com- 
mittee, was the final version of section 4.1 and 4.2 (a). 
There was continuing debate about the shifting of 


the tax burden. 


Mr. Garrison: .. .. Do you want to shift a load 
that is already built into their [corporations ] 
rate base to an income tax that will apply to 
the collar counties of those People who work .in 
the city of Chicago?12 


Mr. Davis: .. . there ig on the books even to- 
day a provision Whereby that municipal ty 
[Chicago] can levy a utility tax, whic > in the 

final analysis, will fall upon exactly the same 

people who are Paying the personal property tax 

paid by those corporations today. ... .13 


Mr. Lennon: .. . but the people that I repre- 
sent in Cook County cen no longer afford to tale 
on additional taxation in the form of real estate 
tax as they struggle to buy their homes. . . ‘ 


Mr. Kruppel: ..., They are saying sock the land 
lord but abolish the tax on the tenant and let 
the dendiong pay the entire burden of educa- 
tion. ... ? 


J . 
Mr. Coleman: ..., please tell us what you are 
Boing to replace it with and give mo some assur- 
ance that the people that will havo to pay this 


, eee 
12thtd., p. 2,082, 


13Tbid., p. 2,053, 
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are more willing to pay it than they are the 
Personal: property, Thank you.16 


Other delegates allso ©Xpressed concern that the a 
small homeowner would be forced to assume the tax burden 
relinquished by the corporations, | 

, | Two of the officers of the Convention expressed 
conoerns of a different nature, 


President Witwer (As a delegate): ..., Now, I 
have the utmost respect for Maurice Scott, and I 


also observed the Illinois legislature over a 
food many years , , - What are you Soing to do 
if the replacement funds are not voted’ with the 
neatness and precision that the arguments in sups 
Port of this amendment assert will be the case?L7 


Vice-President LYONS? ..« x Nobody in thig room 
can tell me or tel] anybody where that revenue 

. would be replaced in the event that the personal 
property tax is abolished. Nobody can, Nobody 
here can mandamus the General Assembly to do any- 


this revenue. It cannot. be compelled to pasg an 
appropriation bill. It cannot be compelled to 

. Come up with an in lieu--st-ealled--in lieu taxa- 
tion Sygten. It cannot be compelled to do any~ 


. thing. : ~~ 
In spite of the objections and misgivings on the 


Part of somes delegates, Sentence two of the minority 


- 1p ia., Pp. 2,05). 
weg? 
M Ibigi, p. 2,052, 


18ibta., p. 2,060. 


870 


proposal was adopted. Dalegate Llward introduced an 
"amendment to insert the words "on busirfoss and corpora- 
tions," but this amendment failed. 

‘On June 30, 1970, section h, now including the’ 
minority proposal, was brought before the convention again. 
This was done for the stated purpose of agigning certain 
‘portions of the Revenue Article before they were submitted 
to the Style, Drafting, and Submission Committee, and va 
before they were brought back for second reading. At thie 
time, Vice-President Lyons introduced the following amend- 
ment: 

5 @ 2 die purpart-ot my motion, Mr. President and 
ladies d gentlemen, is to strike that portion 
of the(Jobnson amendment which has to do with 


abolition of the personal property tax on corpora- 
tions by\-whatever it is--January 1, 1979.29 
i 


This reiinitiatei the debate which had occurred earlier in 


the convent After long debate the Lyons amendment was 


defeated, ving the minority proposal intact. However, 


a motion to s the proposal to the Style, Drafting, and 
Submission Committee failed. After the lunch recess 

' pate Schuman moved to reconsider the motion to send 
the proposal to the Style, Drafting, and Submission Com- 
pbittee. It was passed, as was the motion to send the sec- 


tion to the committeo. ' 


19tbid., p. 2,138. 
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When section k.2 cane back to the Convention on 
August 7, 1970 for second reading, there was much disagree- 
‘ment with the language changes proposed by the Style, 
Drafting, and Submission Committee. 


Mrs. Mullen: .. . I think one of the things 
that the change in language on this abolition 
does is indicate to the reader of theiarticle 
that this is an immediate abolition. We did not 
intend this. This may be what happens, but our 
intent was that this--through tke general classi- 
fication powers of the General Assembly of per- 
sonal property tax and their right to abolish, 
that they could abolish these taxes as they go 
along. ... This destroys--it may not really — 
destroy the real effect, but it destroys to the 
reader that this is a Phasing-out proposition. 
It may nog be phased out; it may be immediate; 
but... - 


Finally, Delegate Whalen, Chairman of the Style, Drafting, 
and Submission Committee, recommended that the convention 
return to the original language. However’, he admonished 
a the proponents of section 4.2 that, ". . . it 4s possible 
that we have only a mandate in section B rather than en 
abolition."21 So the entire section 4, n tion 5, 
moved through the second reading. section 5.2 GON 
, 2eft in the language of the minority proposal. 
° On August 8, 1970, Delegate Davis offered ‘is fol- 
lowing amendment: 


-Orbid., p. 3,759. 
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Clerk: Amond . . . section % en para 3, by 
Strining all of subsection (bo) oad ingortiny, in 
lieu therecf, the followin:: 

(b) Uh a apiiey IT. LY7O, tho Genoral As- 
sembly shall abolish all ad valorem taxoa levied 
directly upar poraéanal Erorarty >. apt previously 
abolished, and shall Popluce revenue loss to 
units of local joneral Fovetmments and school 
districts as a result of such abolition by grant~ 
ing annually to each such unit or district a sum 
of not less than 20 per cent of the average an- 
nual real estate taxos collected by such unit or 
district in tho preceding throc yoears,c2e 


This immediately sparked new dobate: 


Mr. Elward: well, I'm not go sure that's. the 
right approacti--J Suess Wo'ro running the string 
out here. I wonder what ha; pens, Dolegat’ Davis, 
if the Genoral Assembly on one of those occa- 
B8ional, once-a-jecade Pits of irresponsibility, 
doesn't replace the reveniug lost locally? 


Mr. Davis: Woll, Mr. Elward, it seems to me 
that whore wo have tied this together, giving 
them a mandate tou «bolish and leaving to the 
General Assembly tho duty to abolish, that if 
they fail to abolish, or if, having acted to 
abolish, they fail to make tho grant that any 
rational court--and, of Course, we have some 
that are a bit irrational--but I would think 
that any raticnal court would Say that the duty 
wa8 upon them, if they did abolish, to make the 
grant, and thet having failed to make the grant, 
the abolition would not tal-o place,.© ; 


Mr. Elward: . . . These vwo itec3 are not tied 
together, and that's ona of ‘the bigsest things 
that's wrong wits thig amendment. be 

The. abclitian, which ¢ ean ASSurea you... 
will go through in fiva G3es Plat, « « « but 
there'li be a little delay--riaybe fust a decade 


ro 
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. 4 or two--about replacing tie revenue lost. : : 
- « » Now, assuming you have constantly rising 

real estate taxes, as has, I think, been the case 
in this state throughout the State, over the last 
several years, you are not really talking about © 
20 per cent replacement, because you are talking 
about an average which is going to have different 
figures comprising the base, and you are, there- 
fore, not going to be replacing, say, in 1980, as. 
much money as the personal property tax would 
have brought in, because: in 1980, where it might 
have brought in 20 per cent of your. total, you. 
will be using 20 per cent of three lower figures, 
and you will, therefore, not produce 20 per cent 
of the 1980 total tax bill. _ , 


After more discussion as to the proper wording to assune 
yO that the abolition and: pevenus replacement were unmis- 
| takenly thea tozethon; and to further assure that the full 
burden of the tax would not be passel to the real estate 
owner, a number’ of wording chafiges were suggested, 
Finally, a recess was called, and Mr, Davis ‘and Mrs. Leahy 
made wording changes in the Wroposed ‘amendment. After the 
r : 


recess, the amendment was submitted as follows: 
\ , On or before January 1, 197, the General 
| Assembly shall abolish all valorem taxes levied 
on personal property not Previously abolished, 
wT hall concurrently theraivith, replace revenue 
lost to units of local government and gchool dis- 
-tricts as a result of inch abolition.© = 


After tne’ itn ge in tanguage, there wero many questions, 
z q we . fot ae ‘* & 


Mr? Nude mans’ . . . As I read the revised draft, 
I.den't see any indication that the ers, “ 
vo. : * $ 7 ~ 


: 
z ae | 


ey % so ; 
Arar - 


eoiid.; pe 3,827. 
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Assembly will be required to continue making . 
Such paymonts from year to year. Is that implied 
in hore somsp place? . j 


Mr. Davis: It is intended to be implied by the 

language which requires them to replace revenue 

lost. <? * . 

’ e ess 

tr. Nudelman: What--what--what protection do the 

Jocal govornmont units have for the continuing 

~ historic inflationary spiral that this country 

-has gone throuvh since its inception, so that in 

ton or twonty yoars from tha dato, January 1, 

19795 or any other date, the dollar will be worth 

Substantially loss? What protection does the 

docal governmcnt unit havo Af2109b that? 

Mr, Davis: Mr. Nudelmen,.I don't Imow that any 

of us--Local Govermusont or othorwise--have any 

protection, .. .</- ; 
Mr. udp lnan questioned Mr. Davis at length. During the 
questioning, Mr, Nudolman proposed that the only protec- 
tion against inflation would be tho continuation of the 
personal property tox. Mp, Lewis Suggested the addition 
of "ond theroaftor” to inguro that tho General Assembly 


understood that this was a continuing responsibility. The 
z a 7 
debate continued with mich concern abou. the shifting of 


tho tax burdon to tho homoowAer., Mr, Thompson suggested 


an amendmont, aftor a qnostion: 
7 . % 

Mo. Thompson: ~~... In your opinion, sir, if 
the Conoral Assormbly did--took no action what- 
Soovoer by the dats, and I rofiused to pay my 
Dorsonal pronsiw sy te Ladd. pred were tukoa to 


* 


26tpid, 
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court, what do you feel the outcome of that suit 
would be, assuming it reached the supreme court 
of the state of Illinois? 


Mr. Davis: .. . It's woll established. law ‘that 
if you mandate the legislature to do something . 
and it doeaa't do it, you can't: go: into court and 
get mandatory injunction roquiring them to do it. 
Now, there has been some brealkdown:in that 
philosophy in the one m3h-one vote decisions of 
the United States Supreme Court, but they are 
based on an entirély different, situation than 
this, es at ; 

I think the answer is, if. they fail to abol- « 
ish personal property taxes when they are re- © 
qugred to do so, you'd better go on paying your . 
porsonal property taxes unless you wont to pay a 
penalty.2 a 


‘ 


Mr. Thompson then proposed that some change, be made 
in the wording to forbid the transfer of the replacement | 
revenue to real estate, Mr. Davis suggested that a possi-. 
ble amendment might read, "replacement of revenue shall 
not bo provided by any revenue from ad valorem taxation of 
reat ostate "27 The amendod language was adopted. Mr.* 
Gertz padonended the addition of the word "all" before 
revenue; it was accepted as an editorial change. 

Mrs. Leahy pointed out .one woalmess of the amend- 


ment: 


+ « . Supposing, a school district is receiving 

$20,000 in state aid in 1978. Could tho Genoral 
Assombly cut out that grant.of aid and then sup- 
posing tho school district lost $20,000 through 


2Orbid., p. 3,832. 


eo tpsd, 


43 


o.. 
ERIC 


After 60 


: » 
this abolition and then, you know, grant--make up 
that grant, tho previous year having withdrawn 
their present typ§ of aid? Do you see what I 
mean? © 8 


Mr. Davis: Yes, I do, and, Mrs. Leahy, as far as 
I know there is absolutely no way to prevent the 
legislature from withdrawing all grants of state 
aid to the common schools. There's no way that . 


wo could force thom to do it, if they fail to do 


it, and I suppose they could Substitute here, 
under tho subterfuge thoy wore. peplacing revenue; 
but the history of tho state support of the pub- 
lic schools loads mo to think thdt they do not 
wish to destroy any public scKool, which would bg 
the inovitebio result of what you're” suggesting. 0 


proposed the following amondment: 


Purther, Mr, MeGrantcan ozplained how ho intended this to 
3 2 


Mr. McCracken: . . . Tho following--the period 
be ‘stricken on the Davis amondment and these words 
Would bo-adusd: "solely out of the proceeds of a 
Statewido tax impossd only for that purpose, ex- 
Clusivoly against corporations." . 

That phrasing is not very good; I suppose I , 
Should havo said "a stateuvide tax imposed exclu-? 


SLVOly a-stast corporations, solely for that pur- 
‘pose.! Peat Would be move grammatical .: ns 


McCracken statod tho roason for his amondment: 
- + » Now, if those who Sre proposing that the 
porsonal property tax ba abolishod aro Sincero 
that they do not really have an unstated motive 
to Lavor fo OOD 4 eg Should gladly accept 
this amondmsnt. . . oe 


ree) 


occur: 


a 


PT bids s Bs 39032. 


, oP ibids, Py 35693% 
22 tbid. 
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me discussion on bond revonue, Delegate McCracken | 


37 


: « wo would envision what we might call a 
surtax. . . . I would-think that it prokably ge Be 
Would be a tax superimposed upon tho income 

CAS we we goo 


During the debate, it was clarified that the only 
a "1 : 
money to be replaced to local govornments Was that se 
actual revonue lost through he abolition of the personal 
Pproporty tax. zain, it was auppoatea that a reasonable 
manner of establishing this figure might be a moving i 
“Bi Wverago of the threo prior yoars, evens. « at the end. re 
of the debate on the ationdiiont, Mr. “MeCracken did 
e : 
make a change in his presontation on the method of tax- 
ation: 
* « « Please do not picture any particular 
type of tax being imposed. Piloase do not ac-~ 
copt my suggestion that we add an extra line on 
the corporato income tex roturn in order to. 
: spas this. I don't have any idea what the 
Jogislature will decide. I am only Suggesting 
that as one possibility that occurs to me. 
Perhaps it wili Le a frenchise tex that the 
logislaturo will. docido upon, Perhaps it 


util 3p Sor.3 other typo of tax. I don't 
Imov.?* 


—-- . yy 
331pi4., p. 3,63. 
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The amendment, as’ follows, was voted upon and adopted, 
(b) - On or before January l, 1979, the General 
Assembly shal abolish all ad valorem taxes 
levied upon - rsonal property not previously 


abolished, Concurrently therewith and 
thereafter replace -all revenue lost to units of 


On August 9, 1970, after submission to the Style, 
Drafting, and Submission Committee, and after consultation 
with Mr. Connor, Mr, Brennen, Mr, Weisberg, and Mr. 
McCracken, the following section 5 (b) and (c) with 


agreed-upon language was proposed: 


(b) Any ad valorem personal Property tax abol-~ 
ished on or before ‘the date this Constitution 
takes effect shalf not be ‘reinstated there- 
after, : .. 
(c) On or before January 1, 1979, the General 
Assembly shall abolish all ad valorem personal 
property takes and Concurrently therewith and 


1971, .»y imposing statewide taxes onthe class 


. Purposes of the Limitation of one tax and the 
. ratio of 8 to 5 described in Section 3 (a). 
Such replacement of lost revenues shall not‘be | : 


9 


ee, 
3>Ibid., p. 3,838. 
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provided by the, levy of ad valorem taxes on real 
estate.3 . \ 


After a few editorial changes were made, there was 


x ‘ 
' some brief discussion: 


Mr. Knuppel: ..., you say that if this tax ig 
abolished it will be raised by imposing state- 
wide taxes on the same class or classes relieved 
of the burden of such ad valoren tax. Now, in 
fact, let's suppose you were taxing barbers, for 
example, and all of a sudden there weren't 
barbers anymore. Doos this mean you can't move? 
In other words, by putting "class or classes," 
if you raise so much by farmers, does that mean 
that the famacr is going to have to raise the 
same amount, regardless of the fact they decline 
in number? 


Mr. McCracken: .... Let me Say that the answer 
to your question is no, but it's going to have 
to be determined by tho legislature. It's not a 
categorical "no" on my part. I would just, 
enticipate that tho legislature would use reason. 
But let mo point out something else. ..., 

In 1979, each district is Going to get rein- 
bursed "X" dollars, because shat's what the dis- 
trict raised in personal property tax in 1978. 

’ Suppose we continue to havo inflation: . . .37 


~ 


After a little moro debate, it was clarified that the in-" 
tent of the amendment was to talk of large categories of 


industry end business and not of individual occupations, | 


° 


tutional Conventions Daily Journals, Decombor 8, 1969- 
September 3, 1970 (Springfiold: Stato of Lllinois, 
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Without further debate, the amendment was adopted. 


Issues of Interpretation | 
Examination of the transcript reveals that there 
was debate over the definition of "§ndividuel," as defined 
in the Senate Joint Resolution 30 (1969) and the clarify- 
ing resolution Senate Joint Resolution 67 (1970), which | 


stated: - . j oy if 
‘gs 
Resolved, by the Senate of tho Seventy-sixth 
General Assembly of the State of Illinois, the 
House of Representatives Concurring herein, that, 
in adopting Senate Joint Resolution No. 30, which 
submits to the electors of this State a constitu- 
tional amendment Prohibiting the taxation of 
personal property by valuation as to individuals, 
it was the intention of this General Assembly to 
abolish the ad valorem taxation of personal prop- 


phrase "as to individuals," this General Assenbly 
intended to mean a natural person, or two or more 
natural persons as joint tenants or tenants in 
common .3 D 


1 


The Supreme Court of the United States has since ruled on 


this issue in Lienhausen vs. Lake Shore Auto Parts Co., 


which accepted the clarification of individual as was 


printed on the ballot: 


The amendment would abolish the personal 
property tax by valuation levied against indi- 
viduals. It would not affect the same tax 


© 3 ( 
381114nois General Assembly, Senate, Senate Joint 


Resolution No, 67, 76th General Assembly, May 26, 1970, 


Journal of the Senate of the Seventy-Sixth General As- 
sembly of the State of Illinois, Pp. 5,026. a 


———— ee, 
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adding a new article to the Constitution of _ 
1870, Article IX-A, thus setting aside existing 
Provisiions of Article IX, Section l, that re- 
quire the taxation by valuation of all forms of 


property, real and’ personal ae other, owned by 
individuals or corporation.39 . 


. Upon remand from the United States Supreme Court, 
the Illinois Supreme Court issued the following supple- 
mental opinion defining individuals: 


t « ‘ 
The constitutional provision barring the 
imposition of ad valorem personal property 
. taxes on individuals and the U.S. Supreme Court. 
decision (§ 200-650) upholding that exemption 
permit the imposition of the tax on personalty 
owned by: partnerships, limited partnerships, 
professional associations, professional service 
Corporations, and-fiduciaries, This court 
originally ruled (§ 200-603) that only natural 
persons holding property as individuals, as 
tenants-in-common or as joint tenants were . st ees 
exempt. It was on this basis that the U.S, 
Supreme Court upheld the exemption. In the 
case of bank shares, they are exempt, as are 
other shares of corporate stock, only if Bey 
are owned by a natural person or persons .40 


However, there are many other issues which are still un-= 


resolved as indicated below. 
pao as oe 

37, tenhausen v. Lake Shore Auto Parts Co., 410 
U.S. 356 (1973). 


7 r 
hOrsathois Tax Reports (Chicago: Commerce 
Clearing House, Inc., 1974), p. 10,158. 
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1. Will the ad valorem porsonal property tax be 
abolished as of January 1, 1979? 3 

It is important to noto that the drafters of the 
constitution did not diroctly Spoitsh the ad valorem per- 
sonal proporty tax. Instead, the Genoral Assembly was ° 
given a. mendate to abolish tho ad valorem method of per-— 
sonal property taxation on or bofore a cortain date. As 


Dologates Witwor, Lyons, Elward, and Davis all noted, 


there is a voll-defincd body of law which holds that the 


2 


‘courts, may not mandato ths logislature to do something that 


the logislaturo fails to do. Casos which havo resulted in 


” the lezislaturo boing diroctsd to roapnortion itsolf, by 


thé courts, have vwoakened this construct somsyvhat. It 


appears that there is no diroct abolition of tho porsonal 
property tax in the constitution, Tho Sirst soction of 
the first sontonce in secticn 5 (c) doos not constitute an 
abolition, but a mandato, This mendate 15 a nonsolf- 
executing demand, but jt is instead a continuing mondate 
for tho Logisinature 8% phat 33., the mandate will stand 

agi 


4ntil somo Lop, ens choeses to accept’ tha challonge 


of tho mandate. 
{ 


— 


1 : : : ’ 

tAateoim S. lamin, "“Condtitutional Abolition of 
Ad Vorem Porsoual Peoparty Taxes: aA Loolsing-Glasa 
Book," T2lineis Pee Pope uh GO. {voebruarr 1972 peo. 
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2. Can the GeneraPAssonvly abolisi’ the tax and 


i Aye 
not replace the revenyg?.. 5 N 5 
re ee Hg ‘“ 
ofthe constitution did not intend 7 


for this to be Eis’ case Je The debate between Mr. Elward 
and Mr. Davis indicates that this was Clearly considered 
as @ possibility .43 The Illinois State Supreme Court in 
1973 in Elk Grove Engineering v. Korzen determined that 
this was not a possibllity, in the Court's opinion. The 


Court said: 


- « . the General Assembly cannot abolish ad 

valorem personal property taxes which relieve 

& ¢lass of taxpayers of the burden of the tax 
— Wigent imposing replacement taxes in accor- 
eeewith the provisions of section 5 (c) 44 


3. How will the revenue be replaced? 

The drafters were careful mot to stipulate any 
method which must be used, but they attempted to allow the 
General Assembly as much latitude as possible. The only 
limitations wore that the tax revenue generated by the 
replacement tax should be sufficient to replace the 
revenué lost, the tax should not, ba an ad valorem tax on 
real estate, the tax should not bubden individuals not 


———————— 
ao 


42 ppoceedines, Conmittes Proposals, p. 2,139. 
43 Proceedinas, Verbatim Transcripts, p. 3,823. 


eae Grovo Enginecring v. Korzon, 30 N.E. 2d 65 
(1973), p. 72. 
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presently paying the tax, and the tax should be statewide 


in naturo.4> Dolegate McCracken stipulated one tax which 


might serve as a replacement tax, but he quickly retracted 


. his statements in that area. 


-l. How much revenue will be replaced? ’ 

The limitation in the constitution is "all revenue 
lost.” This amount could be determined by a number of 
differont methods. One mothod might be the. amount ex- 
tended, another the amoumt collected, and still another 
factor could be the time period, At one point in the de- 
bate, thore was a proposal that the amount be determined 
as the amount collected over” the past three years, but 
this method was nevor agreed upon. So, this remains at 
the discretion of the logislature. 

O. hen thy this abolition take place? 

The constitutional mandate says, “on or before 
January*l, 1979." Thero was somo. discussion that suggests 
that this was to be a phased transition but that was not 
to preclude the possibility of an absoluto transition if 
necessary. . 

6. How must tho menoy be replaced to the units of 


local governmont and school districts? 


inate. Gone bi tubtonal Abolition,” ps iy. 
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The constitution does not say. It does not indi- 


t 


cate if the money must be replaced to the exact same unit’ 


which lost the revonus, or if it may be replaced to the 


same typo of unit in tho state. 
: +» : 
. "7. Must the tax bo collected at the state level? 
~ : & 


Again, the constitution does not say. It says. 
only that the taxes must bo "statewide taxes." There is 
. no prohibition of a tax boing authorized by tne Stato 
government as a ropjpconant Cox: eC boing lovied, 
collocted, ond distributod at the local level. Or, the 
ee could’ bo leviod, eiagoee, and distributed at the 
state Jovel. Or thera could bo somo combination of the 
-“provious altornatives. apes >, there is no stipulation 
that toe tas havo a statowids rato. That would mean that 
tho rato could vary botwoon taxing districts as long as 
tho rovenus gFenorated was .rcoauatae, 
8 Wey xf the relation bettioan section S (a) 
+ 
Tho fact that tho broad poeneral powers of the 
legislaturs in anetion G fa) hay bean Limitod by noes 
tion 5 {e) semis eleer, If this were nok tha ease, then 


Ah. Tid 2nnt 4 ee. Soi, Pansat in Rie Greve . 


| a : F \6 
v. Korzen probabiyz would not have been delivered as Lt 


wag 16 
' ae. 
a. f 


« 


4 


4x ee) 


oe 


ra 


Se 
eG 


L6 
: ’ Ope a1 7 Bi Y: 
Lik Grova Mriginee tine ¥- Korcon 


u 


oO 4 


@ 


ERIC 


JA Fu'Toxt Provided by ERIC 


CHAPTER ITT 


SIMULATION OF THE 1975 FISCAL YEAR 
WITH PROPERTY TAX ADJUSTMENTS | 


: AV) 
The Illinois Constitution of 1970 was drafted whble - 


the Strayer-Haig grant-in-aid ieee was the formula which 
the legislature had adopted to distribute monies to public 
(K-12) education. The Strayor-Haig formla was a “founda- 
tion level formula which attomptod to provide some basic. 
level of educational Sorvices to @ac’s chilu in the state. . - 
a . This formula had two basic flaws: . a SS, 
i. The Poundatien Jovel rad to be chaugec by ths 
legislature. The ona result of tris was that tne Dounda-~ 
tion level seriously £08 seed bohind -.16 statewide Average 
costs of education. . 
| 2, There, was no reward eee local effort. School 
districts with low assessed valuation per pupil might have — 
to “tax the Population at & Pate twice as high as a 
ne#fhboring district end still not ba able to provide » 
oquits ont oducitional services. Tho Strayor-Haig formula": 
aia not provide "equal expe nditure for oqual srrort." ; 
These two flaws3 39riously ueakenod tho ability of tho 


formula to provide equal educational opportunity for each 


‘student in the 3. ALO. 
¢ : 7. 
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In 1971, the eee | in California created 
serious doubts in- the minds of many experts in the area of 
school finance, and in the minds of many legislators, as 


a the _noounaey of a Strayer-Haig formula in statos where 


thera was a wide variance in assessed valuation per pupil. 


The I eee General Assembly, in order to avoid having 
the Iikinois method of distributing ata to public schools 
declared unconstitutional, as had happened in California 
and Now Jorsoy, amonded fie law to add another option to 
the grant-in-aid formula. The new formula, known as the 
"Resource Rqualizen! was, based upon the principles of 
Pis¢al noutrality and permissible variance, Fiscal 
neutrality was defined in Chaptor I as: "Tho lével of cad 
Sipenaieeas in a district shoulf&not be a function of | | 
local district wealth, " Permissible variance is defined 


as: nm, » &@ narrowing of the variation in the levels of 


expenditure per pupil betwoon districts Within a state 


‘with the passage of timg.rt Horeafter in this study it is 


assumed that by its actions in 1973, tho General Assembly 
intended the state to move toward fiscal noutrality and to 


achieve a narrowing of the variance in expenditure per 


» 


6 4lan Hickroa, Ban ©... Hubbard, and ices Wei- 
Chi Yang, The agi. he torn oF tho Tilindsis Goneral Purnose 


Educational Gront-in-id: rien and en Evaluation 


Normal: Dopartnent of sduceaticneal na Cintstrasion, diii= 


nois State Lniversity, LOTS) s ps 21, 


hn | 


pupil botwoon districts, 
This formula rowardod 
tempting to provide a lovel o 
tingoent upon tho offort oxort 
rewardod school districts wit 
& groator dogroo than it did 
assoased valuations. Since’ t 
- district \in tho stato a fixed 
and oach pupil count, in tine 3 
$1,260 por year (provided tho 
allowable tax rate) tho. rosul 


variation of tho oxponditure 


was particularly true sinco. + 


hg 


local districts for at- 
£ educational services con- 
od (tax rate), ana also 
h low &855e3Sed valuations to 
Sehool districts with high 
his formula Guaranteed oach 
oqualized assessed valuation, 
tate an education equul to 
‘district loviea tho. maximun od 
t should bo a docroase in the 4 
Por child in the stnte. This 


he law mandated that each 


eet, ee which had an operating tax rate in 
" — 


6Xco33 of throo dollars would 
threo dollars; equivalont rat 


districts with exconpticns for 


% 


Since tho now EPante-in-aid fo 


4 
’ 


concepes, and sinen 93 ig? on 


e 


dollars were distributéd thro 


it becomes imnortent to dotex 


€ 


nN) 


Illinois; Tho Stato 


Offices of iincaticn , state, TL 
for Public Sehen)s a ee 
349 (sprin-Titia: itiigneis of 


p. 7. 


roll that tax rate back to 
03 Wore spocified for dual 
high oxpenditure districts, 
rmvzla is based upon these 


nt of tha feneral. state aid 


ugh this formula (Fy 1976) ,* 


pmino what tho effects of the 


-< 
Board «or Education, Illinois 
Od Rad Pete ps) Financing 


tT = . Pam ae oak 
vdPGuder soordos A, Timber 


fice of mducation, 1975), 
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removal of thaepersonal property equalizod assessed valu- 


“se 
+ Would have on tha concepts of fiscal eee, and 


permissible variance. It also becomes importent tofnow 
what the actual vagiation in expenditures will. be: in terms 
of dollars available to the school districts, 

To further Compgscate this evaluation, & change 
occurred in the assessment ratio of property. Priof to 


1975 all property, both real and personal, was supposed 


to be assessed at SO per egnt of market value. In the 


fall of 1975 covernor Dan Walker * Signed into law House 


Bill 990, which reduced this assessment ratio to 33 and 1/3 


‘per cent of market value. Sinco somo counties were 


assessing at levels below 33 and 1/3 per cent, these - 
counties were to raise their assessment levels to 

33 and 1/3 Fer cent ts three equal installments” in the 
next three years. This would mean there would be two 


factors Operating simltaneously: fiscal neutrality as 


related to effort, and permissible variance, . 2 


With these problems in mind, the following pur- 


poses are presented as they were enumerated in vhapter 2 


re 


and numbered 2 through 13 


2. Determine the sees, on local school dis- - 


tricts if the personal property tax “had been abolished 


0.3 


“N 
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on January 1, 1973. 
3. Determine the effects on local school districts 


if House Bill 99‘had been fully implemented on January l, 
1973. 


.. Determine the effects on local school districts 
it the personal pveonene) tax had been abe iedhed on January 
1, 1973 and 7 Bill. 990 had been fully implemented on 
January i; 1973. . — 

5. Determine the effect of the loss of the per- 
sonal property anseased valuation on the ranking rs 
school districts on the basis te eeegsek: vaijudtion ‘per 7 


Total Weighted average Daily Attendance (WADA): ae fiscal 
year (PY) 1975. te , 0 


4 ~ 


6. Determine: the pttect, of House Bil} 990 on the « 


yea he 


. ranicing of school districts on the basis oe issessed ie 


acer 7 .'s 


te Determine thé&gredet’ thie loascof the person>”, 


_@l property assessed ‘valuation® sand House ‘Bill 990 on, thé. 


Ps) 


ranking of senoo) districts on eee basis of assessad, valu- i 


— 

ation per TWADA pupil’ for ry 1975, 
— Be betersine “tho effect that. the loss of the | « 

; 1 e : 7. ne 
personal property asseqted valuation would Hae on the: - 
one Pal. " 


state contributiol, ‘to Saugation throughs the grant - ~in“aia ke 


formula in PY 1975, in barns, of aah evenent of VRiscal i _ 
neutrality. and | permissible Meio a : _ “ 
*h : ri 8 
ae 7% Tag ee 
; , 59 | _ 2 eR ae 
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9. Determine the effect that House Bill 990 
would have on the state contribution to oducation through 
the grant-in-aid formula in FY 1975 in torms of achieve-, 
ment of fiscal ie a and pacmopauae variance. 
| 10. Determine the effect that the loss of the 
Personal property assessed valuation and House Bill 990 
' would have on the state contribution to education through 
the stato grant-in-aid formula in FY 1975 in ferns of 7 
achteverent of fiscal neutrality and permissible variance. 
_ 11, Dotermine the offect that loss of. the yesSowe 
a al’ Proporty assossed valuation will have upon school 
“ .Aistricts in each of tho six regions, defined by the 
¥ q1limois Office of Education. . 
ar ' 12. Determine the effect that House Bill 990 will 
habecupon school districts in cach of the six regions ,: 
“defin ad by tho Illinois office of Education. 9 


J 
13. Determine the effect that the loss of the 


it 


“personal property assossed valuation and House ae 990 
will have upon school eres in each of tho six regions, 


w 


POEs ‘detinod by tho Illinois office of Education. 


ao - - Data Sourcos ) 
a pS ea emilee <i Mg 
The same basic data wore utilizod throushout each 
& . *{ 


of the simulations. Data for the annual-state aid claim 


, - for 1974-1975 school yoar (FY 1975) was founda in Annual 


o.. 
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“State Aid Claim Statistics, Illinois Public Schools 1975- 


1976; information on tho personal proporty assessed valu- 
ation was found in Illinois Proporty Tax Statistics L973; 
data relating to the county weighted modian ratios came 
from Assessmont/Sales Ratio Study Findings; and matorial 
relating to the county multipliors was obtained from a 


memorandum issuod by tne Office of Financial Affairs of 
; , 


Tilinots,2 t 


a 7 
Assumptions 


Before the data could be analyzed, sole assumptions 
had to be made. First, it was assumod that all townships 
in the county had assossmont ratios equal to the county 
weighted median’ ratio. Second, it was assumd that all 
individual personal property had been removed from the tax 
rolls in compliance with the United States Supreme Court 


Y 


3t1linois, The Stato Board of Education, Illinois 
Office of Education, Annual State Aid Clain Statistics, 
fllinois Public Schools 1975-1976, Circular Series iy 
Wumbor.343 (Springficld: Tilinois Office or mducation, 
1975); Illinois, Derartment of Local Goverment Affairs, 
Office -of Financial Affairs, illinois Property Tax Sta- 
tistics -1973 (Springfield: Derartmont oi Local Govern< 
ment ATfairs..1975), Tablo “,y.Ep.,106-51; Illinois, Depart- 
ment of LocalyGovernnent Affairs, Offices of Financial 
Affairs, Ag3essonent/sales Hatio Study Pan vee 19 ¢3 > 
Proporty Vax Series Csprinzrield: Dopartacnt of Local 
Government Affairs, 1975), Zable II, p. 34; Department of 
Local Govornment Affairs, CfLico of Financial Affairs, 
"Equalization Factors in Eftfact for Assossmont Year, 1973," 


Springfield, Illinois, July 23, 197). (Pynowritten.) 


6i 


9 


5y 
decision in Lionhausen v. Lake Shore Auto Parts Co. Thin, 
it was assumod that all taxes extonded wore collocted. 
Fourth, it was assumed that there wore no accounting ad- 
Justments to bo made to tho annual stato aid claims as 
recomputed. Those assumptions had to bo mado in order to 
mako the predictions dospite the fact that thoro will be 


cases where oach of thom will not havo oacurrod,. 


Analysis of the! Data 


Pour difforsont statistical techniques wore used to 


evaluato the oeffocts of tho changes in equalized @ssessed 


-~aid forriula in torms of 


se) 


valuations on tho state ¢grente-i 
the goals of pormissiblo varienco and fiscal neutrality. 
Tho Gini Index and the rogression coofficient were used to 
measure changes in fiscal noutrality; the McLoone Index 
and the coofficiont of variation wore used to measure the 
changes in permissible varianca. eas: eases were alee 
lated aftor oach of tho four simiations. Also, the dis- 
tricts wor vank ordered on the basis of oqualized 


: assessed valuntion rar eoneentransd miapal aftor each 
Simulation, using A Snearrean Rank Grilen Corpolation to 
detormine tho marnituda of the prank ordor changes, Then 


the correlations warn Corsared to dotermine Which of the 


For a dofinition of concentratod TVADA, Soe 
Appendix B, 
® 
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Simulations had the greatest offoct,. 

Specifically, the procedure used was this. First, 
the annual stato aid claim for FY 1975 (school year 1974- 
1975) was rocomputed after the two 25 por cent limitations 
on the ‘maximum increase in the claim amount for one year 
wore romovod from the calculation formula for each district 
which used tho rosourge oqualizer mothod'of reimbursement, 
Claims for districts which used the Strayer-lHaig mothod 
of calculation wore recomputed after the 25 per cent lim-' 
itations on the maximum increaso in tho claim amount for 
one yoar were reomovod from the calculation Yormla for 
each district which usod tho rosource equalizer mothod of 
peleiutaonent: “Claims for districts which used the 
Strayor-Haig method of calculation wore recomputed after 
‘the 25 por cent limitation on claim incroase was removod. 
Next, the amount of local contribution was determined by 
multiplying tho equalized assessed valuation times the 
operating tax rate. Thoso two amounts for each district 
were summed and divided by the concentrated TWADA. Tho 
coofficient of variation was thon computed, The cooffi- 
cient of variation waa used to provids : aeaaiwes of 
varidtion over tha entirs distribution. - The McLoone Index 
only providos a measure of variation over the bottom half 
of the distribaticn. Tha coofficient of variation was 


calculated by dividing tho stendard deviation by the me gf 


ls \ 
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end thon multiplying by 100. 
; TS 

‘The McLoono Index is computed by determining the 
nunber of dollars that would be required to raise all 
units (in this CR36 School districts) below the median 
expendituro per concentrated TWADA pupil to the modian, 
This dollar value ‘ag added to the dollars actually gen- 
Srated in ‘those districts below tho median. Thig value 
was divided into the actual dollars goneoratead by those 


districts below tho modian, i.o.: 


actual dollars bolow tho median 


dollars noedad to raisa + actual dollars 
expenditures to tho modian below tho modian 


The larger tho fraction the less variation there was in 
terms of pormissible varianco.? Aftor the McLoone Indox 
and the coefficient of variation were calculated, the dig- 
tricts wero ranlad on the basis of equalized assessed 
valuation per concentrated TWADA pupil. Using this‘as a 
measure of woalth and tho Neponditure por concentrated 
TWADA pupil as a moasuro of expenditure allowed for the 


calculation of the Gini Index, 


_ ‘ 


Hickrod, Hubbard, and Yang, 1973 Fiscal Roform, 


Pp. 32. 


64 


fy 


© BPs 


The Gini Index was computed to dotormino if the 


x 


oxpondituros wore proportionate to the assossed valuation 


per pupil. That in, ff the peorest 25 per cent of the 


fa 
studonts in tho state, basad upon oqualizod assos3ed val- 


v 


uation por eonconieaien WMAGA pupil, had 25 per cent of 
the total rovonuo in tha state--both state and locally 
gonoratod--or banded npen thom, then oduention oxponditures 
were ict dote>:.inod b> the uealth at tho local district. 
(For calculation of tho Gini Tadox soo Appondix C.) Honce 
fiseal noutrality wea aehiovol, Ravenue from foderal 
dJourcos was nob luedutad la thasn culenulations. This left 


only the repression eceolticiont to be cenleulated. 


triad 


The Pa.seataion eooffleient was uasd as anothor 


to 


mothod of deteimining Jf £Lireal noutrality had been 
achioved, In this 30uizy, total revonnea (state and loca”) 
vo. 


q 
Wa3 regrossed arcainss woolth (equalized agsessed valuat. on 
per concentrated TOA pu,il). oth woalth and expondi- 


tures wore treenafoercrd ints iowa thins before the rocres- 


Statistics wore anlionlated an aaeh at C:.9 Sinnlabions, 
289 LDIvas sae? 9. Anat tenn directly from tho 
annual clatm Porte wit ari. ndjuctmeard for pe~aenna] propor- 


“EE Vil oP BAe 6 sear eqs ees, ae aachn af the four 


e aD 
reaultins BEATS Ee 2 re oe Al an nso line data « 
acainat whietr dtian Ce ears ae er ae, conmpurad, The 

> 
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wthor three simaila nv which wera preprarod worse based upon 


changes in tho oqualizad assossed valuatfon. Tho as30330d 


valuation of the school districts was voerifiod by compart’ 
son of rocordod assossmont at tho Illinois Office of Edu- 
cation and tho Dopartimont of Local Governmont Affairs. 
Districts with a variation in assoasod valuation botwoon 


the two Sourcos pfroater than or equal to 1 per cent woro + 


. 


excluded, \ 


Pirst, tho personal ee oe oxtended in each 
School district woro divided by tho tax rato to dotormine 
the porsonal proporty equalinond assessed valuation for each 


school district. This value was Subtractsd from the total 
# 


UJ 


equalized assossod valuation of oach district, tho onera- 
Eional tax rates were hold constant, and tho state aid 
Clain yas computed based upon the reduced 4390330d ’valua- 


\ 
tloh., Next, the county weishtod median ratio was multi- 


Pliod times tho eqnaliz: factor (miltiplior) to dotor- 
mine tho actual assessmont ratio for the county. This was 


Givided into tho new as3s3aremt ratio of 33 and 1/3 por 


cent, walich rosiulfed in a now G7iviisaticn factor. The 


oxy 9qualisaticon Purntor was malolviiel ti:iss ths assessed 
and a i 


valuation for nach istrdest, This wag then used to recon- 


pul tho Gyomi ef eisai AD ld ing CAX entes cons tant, 


Undo? Choe Nrovistens wi 23,266 Pill Wes #4 2% woeld affect 
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tho districts ahon. fulty imp ln: Nonbad, © winally, tho now 
Porsonal propopty oqualicod eoadeaed Valuation (under 

° House Bill 990) was sub Lpue tod.#pom tho now district 
equalized agssosso0da valuntion (undor House Bil] 990), and 
the stato aid ontitlomont was ro computod holding opora- 
tional tax ratosa Constant. Thus, thero are four ¢grant-in-- 
aid simulations reported in this chapter: (1) 1974-1975 
without the 25 por cont Linitrtions, (2) tho 1974-1975 
distribution with tho Porsonal proporty tax removod, 
(3) the LOTH-1975 dpebetiupton with adjustinonts for House 
Bill 960 whon: fully lmplemontod, and (1h) tho 197),-1975 


F : : : ue 
distribution with S3imultaiesus aijustmonts fop (b) and. 


. (c). 
In ordor to ‘ies ta of tho preceding adjust- 
monts, it was nocosgary to broak the total oqualized 


assoasod valuition of tho School district dom into the 
parcels which way. Leeased in agach county. Then the 
adjustnonts wore radoa to oach Parcel, and the district 
oqualiced ayso0as0a valuation wag resumed. This was 

, impqrativo since tha OIMNALIZ0I aasessed valuation of the 


persona: "7 and the equali “ation funtor arg Computod and 


aaa 


OHouds BIlL 99 JO, A3 written and 3i)moed into law, 
does not allow cop any. Uaxine body to lose as 303ge0d valu- 


ation. - Houever, far COMDAPL SON -oppay M935 BOM Bchool dig- 
trict apssased Valiati eis Mg QCM Geeryagad dy, this 
study. 
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recorded on a county basis and not on a school district 


basis. 


Ono additional Statistic was computed. <A Spoarms 
Rank Order Gortaiat ton was calculated to dotermine the 
magnitudo of difforencn in tho rank omors of tho dis- 
tricts in torms of oqualized assoss0d valuation per con- 


contrated TWADA undor oach.of tho simulated conditions. 


Rosults 


Calculation of the assessed valuation and the gen 
f : 


eral, state ald ontitlomont for: 958 school districts, unde 


each of tho proviously doscribod conditions, led to the 
following results, as shown in Tablo 1. 

| The loss of the porsonal proporty assossed Valua- 
tion oe a vory dramatic ofiect on the por cont of state 
support that is provided to tho local school districts fo1 


operations. Ploase note that this incroasod per cent of 
Pp 


stato support doos not result in increased dollars of 


-Yevenue to tho school districts. Thoao funds are replace- 


mont funds. In fact, thore aro individual school district 
which have le33 total dollnzs of rovernue for operations 


after tho adjustment for pee oe? of tho personal proporty 


assessed valuation thin beforo, if the monoy is distribute 


: . ; ; 
' throuzh tie present state crant-in-aid system. Thoro are 


two*reasond for this situation. 
‘¢ 
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TABLE 1 


STATEWIDE EFFRCTS OF SBLEOTE SD ADJUSTENTS IN LSHOOL aan 
ASSE SSS) VALUATION ON OPERATION NAL REVENUE 


Same 
os | Local Levy = State Ada | 
—— SiC Dollars 


a | (Billions) 
Dollars Per Cont Dollarg Per Cent 
(Billions) (Billion. , 


STH1M5 Beso LYS SLL 8.83 Bs 


Without, Personal |... ¥¥ oe 
Property 23?” BGS ,87 omen 


With House o | a 
Bill °999 Les al.l2 . 30h oo ye. 2,850 | 


Without Personal 


fvoperty and with L245 h23 ie 55.7 2,898 
‘House Bill a. . ; 


t9 
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First, school districts which have operating tax 


62 


rates higher than the maximum matching tx rate in the 
, resource equalizer formula Will not recoup the amount of 
money lost because of tax rates in excess of the maximum. 
matching tax rates. In other words, ‘the ‘State grant~in- 
aid formula neg not Proward tax rates higher. than the 
qualifying rate. Second,: ‘those school districts which had 
large Concentrations of ae Property and whose 
assessed valuation per concentrated TWADA pupil was in 
©xcess of the state guarantee would not receive revenue ‘to 
replace the amount of revenue that was déat from that 
portion of the assessed valuation per concentrated TWADA 
pupil which wag apove. the state guarantee, Statewide, With 
_tax rates hela constait, the public schools Would lose 35 
milion dollars in cor-bined state and local revenue by 
removal of the personal property valuation, 
Removal . of the \personal property assessed yalanteen 
from the local tax base redu the local tax revenue 
available to sete from 1.457 billion dollars to 1.237 
billion dollars, for a-net loss of 220 million dollars, 
This reduction of local contribution would result in the 
Percentaroe of eer eee Slipping from 51.16 per cent 
to 43.96 per cont, or an average decline of 7.20 per cont. 
The state, under ‘the mandate to replace the revenue ests 
\ tncroased) state aid to schools fron 1.3AN billion dollars to. 


ad 


» +> 
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1.576 billion dollars, a nét incroase of 185: million 
dollars. This increased ge: state cohads of the support of 
education from 48.83 per cent to 60h per cent. 

House Bill 990, who8e purpose was to correct 
inegigttios. an assessment levels throughout the : i had 
mir Ee effect upon the per cent of state support to. 
schools. With corrections made in the pasessnent levels, 

” the ieee support of schools rose from 1 457 billion 
dollars to 1.465 billion dollars ‘for a net increase of 
8 million dollars, This ehaneed. ‘the per cent of local > 

- guppert from 51.16 per cent to 51.42 per cent veapectivel ys 

_ State aid dropped from 1.390 billion dollars to 1.384 

. billion dollars, with a corrosponding drop in the per cont: 
of state aid from 48,83 por cent to 48.57 per cent. ‘The | 

“total net dollar result was that the schools et Shs weeks 


gained approximately 2 million dollars through a better 
: = ! 
equalization of assessments; ue 


Because the effects of the removal of the personal 
| property assessed valuation were go much more,powerful than 
the offects of House 3111 990, the result of the combina- 
tion of the effects of both adjustments paralleled the f 
removal of the personal property assessed valuation. The 
local contribution decreased from 1.457 billion dollars to 
1,245 billion dollars for a not loss of 212 million dollars. 


This resulted in a shift from 51.16 per cont local funding 


Ry 
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Ls ct at . 
to h.23 per cent local funding ¢ or Aj decane of 72 93 per 


cent. The state grant-in-aid contribution Sega “ 
1.390 billion. dollars to 1. 570 billion aiices rota 
increase of 180i 1240n dollars ‘based upon s9itsab73 
voncentrated TWADA ‘pupil. This resulted ie a. shift from a a 


48.83 per cont state funding to 55. 1% per. cent state. 
funding for a not increase of 6.93 per cent. The nes, re- 
Sak of all of these shifts was a decrease of 33 million 
dollars avAilablo to the public schools. | 
Since the new state grant-in-aid formula attempts 
to Jessen the effects of local district wealth, changes 
in ithe relative: wealth of different school districts 
should have en effect upon the ability of the formula to” 
compensate for these iaeenoue in wealth. That is, the 
larger the per cent of state support, the greater fiscal 


neutrality which would be achieved. Also, any factor 


which attempted to oe the differences in school dis- 


trict wealth through differing assessront ratios should 
reduce the effect of ee every Mogae When the Gini 
incox was computed to dotermins if thesa changes had in 
fact taken place, the results were conclusive for dual 
districts, but not conclusive for mit districts. (Soe 


Table 2.) 
a Interpretation of the Gint Index was rather 


atrai ghtforard in the cases of tho elementary and the high 
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= ee TABLE 2 


THE GINI INDICES FoR SELR@TED ADJUSTMENTS 
IN DISTRICT ASSESSED VALUATION 


oe : s 
/</cnErenreee 


Base, Ss Without With House Combination 
ee Bill 990 Effect 


Proper ss : 


District 1974-1975 - 197-1975 1974-1975 1974-1975 
ype ; 


Elementary . -0.04370 “02999 =0..04,30 -0.03037 
High Scheer -0.03h19 ~0.02660 -0.03396 ~0.02637 
Unit 0.01200 0.01380 0.0111) 0.01392. 
Unit? 0.01019  . 0.01583 0.01035 0.01596 


City of Chicago public Schools are not included, 


Index for the uit districts, it was noted Ba 


Loieng>Gunvo erossed tho line which designates 
neutmility. This scems to indicate that the Gini Indicés- . 
for the unit districts aro not comparable to those Gini 


Indices in the elomentary districts and high school dis- 


‘tricts jn which tho Lorenz Curve did not cross the line J 
designating fiscal neutrality, ? (See Appendix C.) , 
at 


\ "Hickrod, Hubbard, and Yang, Tho 1973 Reform, p. 
34. SO Se re 
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Elementary school districts moved Closer to fiscal 
neutrality with the renevar of the xeonas property 
assessed valuation. This was expected since the revenue — 
lost was replaced through a formula which was designed to 


decrease’ the importance of local district wealth. The 


_ effects of House Bill 990, though, were not as large as | 


might "be exfected. One reason for this may be that the 
elementary GaSe pets are smaller in size, in geographical 
area, than are the high school or the unit Atstricts, and 
they would be more affected by dnequitins of assessment 


. 


within a county. Houso Bi22 990, “as ay was initially 


applied, reducod the inequities between counties, not 


Within the county. However, the overall offoct of both 


adjustments is to reduce tho effect of local district 
wealth upon the expondituros per TWADA pupil. 

: High actpol ea ete ened Similarly to the. 
elementary districts with respect to tho effect of the 
removal of the personal property assessod valuation on 
the Gini Index. Undor House Bill 990, the high school 
districts moved slightly closer to fiscal noutrality. 
Again, the apparont reason for this was the geographical 
Size of the district. Since tho high school districts 
were largor in sizo, thoy wore less responsivo to the \ 


effects of inequitable assogsmont within a county. 
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_ Gomputation of the Gini Indices for the unit dis- 
tricts was completed under two different Situations, with ~ 
and without aid ea of Chicago public Schools (see 
Table 2). In bath cases, the Lorenz Curve crossed the _ 
line which designated fiscal neutrality (see Figures 1 and 
2). This renders the Gini Index uninterpretable, but the 
Lorenz Curve provides some descriptive information. The 
city of Chicago expends Slightly more of the total educa- 
tional dollars in the “state than their position in terns 
of assessed valuation per concentrated TWADA pupil would 
justify in terns of fiscal neutrality. This is true be- 
cause their tax rate is Slightly above three dollars, 
When the city of Chicago public .schgols were removed from 


the calculations, the Lorenz Curve again crossed the line 


which designates fiscal neutrality. However, the chrve 
stayed closer to the. line which designated fiscal neu- 
trality ‘and did not de onstrate the large deviations 
we apparent when the city of eee public BC 
nutes. Also, thd-¢urve, whore it was shave t | 
which designated fiscal. noutrality, wus almost parallel to 
the line. This wha Seen to indicate that if the formula 
vor fully funded, the aks eae exc luding site of 


Chicago public schools, would be very close to fiscal 


neutrality. It is also aPeAsone that the city of Chicago 


has more impact, in torms of Co eviations / n the pe 
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FIGURE 1] 


LORENZ CURVE 1974-1975 BASE. 
WITH CITY OF CHICAGO 
, PUBLIC SCHOOLS 
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PIGURE 2 


LORENZ CURVE 197-1975 BASE 
WITHOUT CITY OF CHICAGO ¥ 
FUBLIC SCHOOLS 
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Curve, than any of the treatments relating to the assessed - 
valuation of the districts. i 
Since this mothod of measuring fiscal neutrality 
was inconclusive a second mothod, the megeeneted coeffi- 
clent, was used. Unlike the Gini Indox, the city of 
Chicago public schools have no more effect than does any 
other school district, since thore is no automatic 
weighting for size. Thercfore, all régrossion calcula- 
tions for mit dis ts include the city of Chicago pub- 
lic schools. (See ble 3.) Again, as had been demon- 
strated earlier by tho Gini Indox, the Fogrossion nepal 
shows that, the elementary aeneoL districts approach 
greater fiscal noutrality by tho romoval of tho personal 
property assossed valuation. But, as had beon shown 
previously, tho offect.of House Bill 990 is to move the 
elementary districts away from fiacal neutrality, Since 
the effect of tho romoval of tho porsar Z property assesso¢ 
valuation i3 so strong, tho combined offoct is to move the 
elersntary districts toward groator fiscal ngtrality. The 
effects on the hifh sehool districts are the Same as those 
on the olomontary districts. The unit aiftrists, however, 
heave much ditfarant’ ropultsa. 025 fossible roaaon for this 
is a jarge nuwwber of rniatively woulthy districts, 
primarily in recions 3 and h, which have relatively low 


ozpenditurss por TWALA pupils Tongs, an additional problem 
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TABLE 3 


REGRESSION ANALYSIS ESTWESN SELECTED ADJUSTMENTS 
TO ASSESSED VALUATION PER TWADA PUPIL AND 


‘ EXPENDITURE PER TWADA PUPIL 
1974-1975 197L- 1975 1974-1975 1974-1975 
Base Prirgakt Personal With House Bill - Combination 
District ees . 990 
Type | 


Intercept ‘Slope Intercept Slope Intercept Slops Intercept Slope 


¢ « 
: ¢ 
. . \ . 


lementary 2.25656 .17205- 2.55561 .10445 2.23402 _ 17650 2.56802 10129 


I 


Lich School 2.64447 .11402 2.76054 0882 24.8315 14855 2.73925 09331 


it 2.90000 .02217° 3.06609 -.01773 2.9050) _ «02087 3.09837 ~.02521 
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is created. ‘Althowgh these districts have the resources at 
their disposal, they may not be iia them to the 
fullest extent, even though the state +3 not assisting the 
district with additional @rant-in-aia- This demonstrates 
a need for Some measures of the permisaible vars eee in 


expenditure per TWADA -pupil. 


e 


The coefficient of variation is one mé tho ad to 
determine the magnitude. of variation from the mean expendi- 
ture per TWADA pupil by district type. Calculation of the 
respective coefficients of variation led to the Terenas 


results: 


TABIE }, 


COEFFICIEN? OF VARIATION FOR TOTAL EXPENDITURE 
PER TWADA FUPIL 


. : . | 
a Em ae 
] 1974-1975 


District 197k -1975 = 1974-1975 1974-1975 


Type Basa Without With House Combination 
i Personal Bill 990 Effect 
Property, - ° 
atetemesmmeeen eed nd enn hepa m5 ae mgs ee eR er ety Aten eee 
Elementary . 27.13712-  22.93268 ° ‘27.295\5 22.7677 
K if “es - 
High School 2355379 pcm farer vi 15.33916 12.27284 
Unit | 13.7324 So 2k 12623 13.51574 
é . i i" ‘ 
eee a Ne Sn eetoesiee aoe Se Se ——— 


The se results seem to indicate ‘that removeh of the personal 
| property assessed valuation and the combination of the 
* effects of the rembvel. of the Sernéiad property assessed 
valuation and the effects of House Bill. a) will result in 7 
a — in: thé variation in expenditure et TWADA 
pupil. ‘However, in aly cases, the effects of Hougg Bill 


990 “alone resulted in nereased variation in 6x 
per TWADA. pupil. In the case of the olonentary Ss 
‘school districts this variation sociied to occur all wicue ae 


the distribution, Howgyer, in the. init Aistricts this 

. variation. only ‘o ed on the, top end: of the distribution 
. as is ination | y the ‘conpariiagh of tyeoorticions, of 
} | varlation’ results ‘with the results oF Hhovtietoons Index, 
"s + (800 Table 5.) ees . eas 
The Tesults 8: ‘the’ MeLoone ‘Tadex s6em to ‘indicate 


; that. ‘the removals of. _the. personal property. ‘assessed valua- 
tion. decreases the VaPation in the, total expenditure per 
WADA | pupil in. the lowér ’ half oP: ‘the distribution in all 

three types. of districts. The effects of use Bi11°990 

are mixed. In he: c aes of the elementary districts the r 
variation’ is increased, which may ‘be caused by the geo- 
graphical characteristics of the districts, Since many of 
the districts aro. small, reducing the inequalities between 
counties coud i euaazy increase the variation between 


Pa 3 J 
of townships in: ‘separate counties. This could account for the 
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TABLE 5 . t 


_ McLOONE INDEX IN TERMS OF TOTAL EXPENDITURE ; 
PER TWADA PUPIL 


District 1974-1975. 1974-1975 1974-1975 1974-1975 


Type _ Base Without With House Combination 


Personal Bill 990 . Effect 
‘ Property ° 


Ws 
: : ae: ‘ : 
? 


Elementary,  .8010155—~ .8666290 8595933 . €599905 


9 


High School 49282861 .9301163.-.9266419 ~—-.9315h,90 


Unit .9266103  --.9280255 9293984 Se 


ae oe ee re : 3 & 


increased variation. In the. case of the high school dis=:.; 
tricts, the results seom to indicate ae that there: is . 
greater amas dn .the Lower half of ‘the a aon 

with the. implomentation of Hous Bi¥l 990. The 6xplanation 
for this appears ‘to be that Some » high aciesil istrieta: were 


drastically yrdorassoanea, Tho ,medi.ay expenditure per 


. TWADA pupil increased fron oh 196 to 51,5324 for an incroase 
ao ' , 


of ‘6 dollars, while the: ninixum ee ce por TiWADA * 
pupil only inercasoed fron v1, 094 to task At the same 
/ 


"Sine. the maximum assessed Ga daleion per a WADA fod in- 


creased from $187, 597 to ie This tended to change 


— 


Bs 


a oe . - 475. | 

the rankings sufficiently to cause the modian to change 
and incroase the variance, However, loss of the personal 
property assessed. valuation re? powerful enough to offset 
these changes from underassessmont, with the combination 
effect voing en overall decrease in permissible variance, 

Tho unit districts Showed decreases in permissible 
variance undor all three Conditions. The greatest decrease 
in pormissiblo varipr{eo Was brought about by House Bill 
990. This would beng to indicate that, in thd case of: 
unit districts, equitable as3segsment is more impor tant in 
reducing the permissible variance | than is the parsotial 


Lae 


property a3s303s0da valuation. 


Sms . 7 a ~z. . Regional Variations 
Earlior sections of these results have dgalt with 
Oe eaauvement mothods for tho state aS a whole. Since the 
State is ee ene nature, a more careful look ’ 
at specific a in tho state may provide additional 
insight, oe naizx D. 
Piaat. it i [8 Telpful to determine the actual 
dollar aristint end tho percontagoe of those: dolla" amounts 
in torms of Lowe and piece repens to-tha. support of 
education by ropion of “the: state. Tuia¥ should provide: ‘Some: 


_— 2 a 1 
undorstanding of hho LOSS allocatPon of funds within the 


State (sse Table 6 and ‘Tablo (is Regica 1 ‘poceives more. 
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STATE AND LOCAL CONTRIBURYNS r0 pomnoy ay REGION 
(BILLIONS OF ee Z 


¥ 
; | oe 
1GMA1975 1974-1975 197h- “1975 197 “1975 ae 
4 vy aso Without Pargenal = With House Bil) Combination. | : 
Resi Property . 990 Effect : 
‘ . : [ 
eae aaa tae ee renee 


State Local Stato’ Local State Local State Local 


ie {5 ia 09 “$10sh sl PIT $1.0478 $2,053 i _ 
fp 2B ORR 12h aad (50° 8 tomate soong 


: : [ay bia 97 . 10053 085 097 0968 0842 
oa hey \ ¢ - fy cae ie ‘ . : 
Pi fl 08 ORT ss + 50980 Pe 0802 087907670930 0840 oo 
ee Er —_ | 


Fa : ub Wy 1331 0543 113) OR 12113 . 
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TABIE 7 
Stam dayp LOCAL CoRTRIBUPTO: 


‘9 TO EDUCATION BY iuaroy 
(BY FER ceyp) . | 


i 
\ : : ' _ = 
197m] 975 | 197-1976 197k -1975 197!) -1975 / 
; Basd Withous Personal With House Bill Gonbinatio | 
| a Property 990 ER r aed 
Roston an | | _ 
mY a 
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state aid than any othor region in the stata; ee 
rree 1-hag approximatoly 62.5 per cont of the TwADA pu- 
pils in the state, Region 1 also generates the largest pr 
cent. of local contribution of any of tho rogions. ‘The re- 
moval of the personal BECno ety assaged valuation results 


A 


in ineradsoa dollars in inte aid to all regions and an in- 


'» creasod per cont of state aid going to regions 1 through h. 


Rogions 5 and 6 will receive slightly less, indicating 
that tney have slighty Yoaa than tho stato average per 
cent of personal property assessment on the tax rolls. ‘When 
Houée Bill 990 corrections are mode , the results are quite | 
dterest tee, Rogion 1] has no change * in the per cent of 


local contribution. Regions 2, 3, and all have Slight |. 


decreases in the per cent of local contribution, which 
Fratcates that they. may have boon’ overassessed, Region® 


5 and 6 have increases in the ey cont of local contribw- 


fv 
tion, which Buggests that they have boon underassesseda,8 


. 
? 


Credo Bill 990, as written and signed into Yaw, 
does not allow any unit of local government or school’ 
district te i+ 9B-assossed Valuation durin; implementa-- 
tion. Inssee., it Simply slows or accelorates the rate 


“at which ail tv: xing bodies must’ yeach tho 33 and 1/3 pe 


cent assessrs:.> rate. In yhis study, district assessed 
valuations wore decroased onty for purposes of: dgmonstra 
exon and comparison, *. aia 


eo 


' @ 


 - 
Tho combination effect of Mouse Bill 990 and the romoval of 
02 p, : ‘ 
"& tne porgonal proporty assessed valuation is that regions 1 


through ],} will rocoive a groater por cent of the total 
Stato aid and thy will havo a lowor por cent of local 


contribution. Ragions 5 and 6 twill recolve a lower por 


of ! -_ 
cont of the total Stato aid end thoy will have a greater 


por cont of locel contribution. However, region 6 is the 


‘only region which will loss eny actual dollars in a oe 
aid undor tho covbination effect. Unelor House Bill 990, 
doth regions 5 and 6 wild lose state a Lossega in 


» gtato aid and/or losses in local contribution can rosult 


$e. at 
in decroases in expondituros por TWADA* pupil as is shown 
. Rates : 


‘ 
y 
Wy 
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in Tablo €. This table cen be refinctnd against Table 9:3 / 
to emphasize somo of the problems which wore Uscushea 


earlior under the tonic of pormissible variance. = 
The most atrijine: frets to ba enathered from 
5 = | « 


\ 
¥ 


Tables 6 and © is oeeh even thou. roridas 4 end 3 aro the 
_ | 
wealvchiest snd sodond WIELOMI SS IP “Leas uff cin state 


ne ® ; it 
an ton of scunlized ansnspgod yubtiction var TWADA 
We 


it : ! - i 
. pupil, tiy7 havo the filth ari sivery Towoat oxrcaditures 
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Community Analysis 


City : 


Elica Grovtiys +300" 14 
Suburb. - ik. a ; "ohgee 
7 = 
Low Growth a wee 
Seno. wh. hy 
Sash, a 


Pirel , — JL 7 , Oe ; c we 


pov statntedhin aenarps ent. ae aie Sip eae ae aie a om 


+ 14320 


1,32 


Since many psoplo today are concentrated inNurban 

settings, a mothod which domonstratea differoncos by com~ 
; e.. : 
‘munity typo can be helpful. Table 10 demonstrates the * 
# ee + . + 4 

changes which cccurrod in avoraro exponcd ) Wyre per concen- 

trated TWAPA pupil. 
. % 
TABLE 10 
VARTATIONS,.IN AVERAGE EXPENDITURE PER. 
(2505 N UPS? 4 dik Lote 2 A RESP 
Of EIU Tie gots JH Ie Se LIZED 
ASHEA CED VALUATION . ' 
» Commmity 297-1975 ovh-1975 1974-1975 2974-1975 © 

Ty s-0 hese vii thout With House Combination © 

cf Poustsenal Bill: 9950 Effect 

oS . ‘ Lo ope rty 
ae 
Central City . $1,218 el ,elS Sigel? $1,215 
att : eat +} Aa : 
inde Density 1,010 5925 1,02 1,039 


Tho contral ee ean city, and high 


growth! suburb all had 1LttJ4 ‘or, no reduction in oxponditure 


per concontratod TWADA pupil as a rosult of the changes in 
assossod valuations. This would probably be because of 
high tax'rates and/or low A3303590d valuations, which 


Would gonopate maximum bopkacorent under the stato grant- 
. / 7 . 


\a 


. oa < : A 
in-aid formula. -: dowevorg oldor suburban ag 


” 


aragas utth compevativoely hfich assoased vg 


ad 


f “ , ‘S. § oo 
as would oxpordionce a drop in tober’funds' available 
becaunsa thay would rot recoirs Lio ‘~“EaKgm Poplaceront 

write oc! . 


blo 11 demon- 


under the stato srant-in-aid Pornula Ke 


8 the oqualicod aassessod valuation par concentrated 


Table 11 shows that tio low growta suburbs have 
the highest assescad valuaticn por ‘WADA pupil of any of . 
L nad : 


the cormunity ‘7pes. However, tho information’ on the 


istriets Is inconclusive. Tt woula cortainly ap- 


Le 

Gc . 
Hy : 
>: 

= 

a 


~péar thet low tan rates vould bo the caugo for the in- 


Completa ronlacerent, This: Is-especiclis auspeetog since 
reriens 2 and jj, wien ae PIA Pi ly seal. aa 
~~ 


low oxpandsturs Pas Sidi and. Lieh fsouguod valuation per 
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VARTATIONS IN FQUALIZED ASSESSED VALUATION 
FER CONCENTRATE ) ADA PUPIL AS A RESULT 
OF ADJUS PS UN Te CUALIZED 


AS SESCED VALUATION 
Community 197) “tS. 1974-1975 © 1lo7h-1975 197-197 
Typo | Gis vee Withaut With House Combinati 
pen fee Porsenal Bill 990 Effect 
hye * hey } ‘ r Da uety ‘ 


he temerntreneners 


Contral City $19,565 7 715,339, $14,918. $1 , 825 
2 dont , ae ae, cree 
ae on 26,821, 17,762 20,933 17,887 


v 


¢ P . . a ‘ . . ; 
E Len Growth :oY 3779 19 3663 21 3998 19,875 
f e | | 


Suburb 


Low Growth - ees eG a 
Suburb. 22,087 18,627: 22,429 18,912 


Rural. | \ 21,956 1E5USy 22,339 19,611 
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. a . : 
Selected Sckool Districts 
ea OO PehoOL Listricts 


State, Pectonnl cn community measures -do not full 


portray Ene PRGbian w a Will result in individual school 


districts by tho rohoval of Pes ap) pérsonual propérty ¢ assessed. 
valuation, Tho menoy ahe Sitar ualietelia ase raécoiye in 
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the increased stato erant-iIn-ail physenta ft aot new money, 


: : ss Fy 
but 1b {3 instent ropldcanont ICROT. | Ion; Ye the “school 


_&~* 


‘Giatricts in tho- «tt, roy Shoe Poe sLacement money will be 


* suffleiont to replace all ef ah Pevotuo lost -throuch the 
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SO TE Yn yeas a ey Shia eo oe wenbrated 
ey20,337 be ut oa eanie 6 tie Load loved in LITE-LOTS, 
or 90.63 por contro SiS gee y ubich wig availSble to the °) - 


ss. ; 
Schoo] district, aver the porscnal proparty assessed 


ww 


valuation vers Seavert, woe Lhe gai tax ratas, tho new 


assesued valustion coly jonoyated w7.33,730, or 61.6)-per oe 
. i : c \ : 7 
Ont Gl TS iy Glick. Cie Beat Ahi te the dalatrict. 
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Even thoush tt, ees had tho gzroautast ‘pet cont of 


docroase in iets) conuritution #9 tho sehoola, thoy did .- ,. 
not nocossarily leas tha sreatost nunsber of dollars. 
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Table 13 Vises tha tan achoal a Aterote hic had, the 


Breacgst deslavmes 245 2Ayual An? lavas, , \ 
, ; 
‘ 7 : 
ip. wAncol MLlatsieng Wt nigh assossod valuations 
. . * a j _ 


an 
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por concentrated Dar hA pupil have enjoyed’ low ta® rates. a 


and will not boo ablo to peecup all of thoir Yoss09-with- 


out refer SntUMs Le inser the tak ‘ratos. Monticello 
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Cormunity Unit Scheol uiatrict #25 would only be dle ie 


ee @ (90a) of 60,759 iin thedy present, tax’ rates 
’ t 
if tho pergenad precorty aqseasad vakunution wore removed. | i 
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Contrast this ta i: ig 2 eg PE kS Ch is presently boing 
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ee ; . TABLE 13 \ 
. % A 
- . kA Se 


wGTED SCHOOL oF MTRICTS WHICH HAD OTE 
GHiLAT 


Hey DOLL. wat Li Tere) ia Or 4 Tits HahOVAL OF 


; PERSONAL PROPERTY ASSESSED VALEAT ION 
-. ; 
.Bage . Adjusted Difference 
: * sok Lovy ayy ; Dollars 
a 7 Dollars _ Dollars 


sas SRC AA eee = ; ~ 
City of Chicago $364 ,699j£35 $297,137,137 . $87,762,098 - 
2,069,649 17,557,296 512,353 - 


Rockford Dist. #205 22, 


Komohip H.S. 21h, 25,333,088 22,479,066 ° 2,852,999 

.J, 8. Morten #201. ¥9,8135262 8, 064,55 _ 2,648,708 
Wadlogan Dist. #20. 9,362,678 6,763,649 4,605,023 - 

= - Peoria Dist. #156 33, £92 Wl25 Ad, 084,819 . 2,497,606 
| Niles Dist. #219 1h,569,205 ° 12,303,153 2,266,052" 
> Granite City #9 6 ,£97,353 -° 4,604,003 2,213,350 
nyatas teead | 8 Ab. 911 5,850,914 2,212,997 


Proviso Dist. #209 fA 12,996,277. 9,942,376 1,773,901 * 


- = ee ananO En rye i —— = = ————— 


“tencerming bhe future of tiode geese. Tho five ool: 
rae 


dis tricts that will hava tt.o larjost por cont of toss ‘of | 


- & 
funds availayle for Giuexiias ard prosoatoed in, Tablo ry. 
ie i. 4. q 
3 to’ say, tin districts with tho grontest , 


\ 


Noedle 


ty 


"per cent of 1q3s wid have to make tho noge suvatantial—- 


sf f 


‘ changes in thdir tax rates to recoup bots inonio3 7 
“ew . . » @ a : aa 
S « a , ; 
. Y 


TAULIS LY 


TEE FIVE SCHOOL DTS TRICTS WITH GREATEST 
eR CENT Lous oF Toray, DOLLARS 
POR EDUCATION 


saan 


Rockdale Dist. #8) — & hee,9a9 61.32 
Monticollo #25 1,419,197 60.65 
Hollis Dist. #328 124,519 59.92%, 

‘stany Dist. #210 ) | 89 ,257 | — 45.98 
Heat Vist. #270 25,960 ~  hh.30 
ce 


If tho districts ween the largest per cent of loss wore 
also Sn dis tricts teh the eroatest -dollar loss, then the 
problem would bo ’mora Straichtforward. The’ districts - 
which ‘had the groatost actual dollar logs aro shown in "\ 
Table 1s, . 

Those saieviees wae a ‘Small ei cont af teag, re~, 
| garayes s3 of dollar value, can receup thoir loss With minor 
changes in their as ee Howsver, those with larga 
portonteces of loss MUI Consider whelesalg changes in 
their tax patos, 

Fortunatoly, thore LG HOG a Larye number of “these, 


_ Sevoroly affoctad Schogledistristy, & Spearman Rank Order | 


; \ . 7 : a ils 
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TABIE 1S 
THE FIVE SCHLOL DISTRICUS wWITy 


GREATEST ACTUAL DOLLAR LOSS 
IN UNREPLACED FUNDS 


SaaS ean EEE 


Total Dollars .- ‘Per Cent 
City of Chicago . 51,813,467 . 21 
Monticollo #25 _ 1,419,197 a 60.65 
Township H.8. #214 1,416,052 3.4 
Leyden Dist. #212 a 1,185,866 13.30 
J.S,. Morton #201 ~~ 1,060,633 | 7.42 


SSS 


4 
Correlation was calculated to determine how much rear- 
rangement had occurred in the ranking of school districts 
in terms of equalized assegsed valuation per TWADA pupil. 


If there was a low correlation betwoon different rankings, 


it would indicate there had beon a largo Shift in tho 


ranidings of the districts in terms of asséssed valuation 


per TWADA pupil indicating that the effect was widespread 


in terms of numbor of districts... Table 16 shows the 


\ * 
results of those Calculations. Tho senerally high ‘ 
° : ‘ , t 
correlations indicate that the relative standing of 
a : 
school districts is not greatly affected oven though. « 


cd | ° C | a @ 
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| % : 
the absolute errocts on individual districts can bg sroat. 


* 
| x 
| TABIE io Yao, 
* 
SPEANMAN RANK ORD CORKISLATION POR 
BUALIZED ASSLSSED VALUATION 
\ PER TWADA PUPIL 
_ 
District \ 1974-1975 197), -1975 1974-1975 
Type® | Without With Houses Combina- 
\ Personal BLIL 990 tion | 
eee . * 
Unit ~ .9315% . 
: , l97h- 21976 
High School -9295 : With -House 
Elementary - 9638 ~ Bill 990 
Unit, 9600 F | , 
. ee oFtDE : 1974-1978 
High School ‘ .9459 . . 9809 . - “Combina= 
Elementary -9793 9915, tion 
/ : ye : 
. : - 
Unit * .9819 "9 SL9 938 . 
ai oe -1975 
High School - 9828 9403 9254 Base 
Elementary 29925 -9775 9728 


“nit N = 419, High School N = 127, Elomontary 


b " ‘ ? . ~ ‘ 
All correlations ara Sisnificunt at the .901, 
level. a 
‘ 
a 
w ~ . P 
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COST ESTIMATES FOR REPLACEMENT REVENUB | 
: TO-UNITS OF LOCAL*GOVERNMENT 
; ‘AND SCHOOL DISTRICTS 


3 e 
e 


Purpose ly of this atudy, | gtated in Chapter I, was: 
ie 4 Uy. ‘Estimate the amount of fundd which the consti- 


= “tution says mist be replaced to all units of eel govern- 


ment and school districts on January 1, 1979, by the state, 
as a mesult of. the proposed abolition. ey 1 


# — an earlier study had reported the amount of revenue 


. needed ‘to replace the revenue lost to units of local 
@ovenfnent and school districts at approximately 555 mils 
lion aoltars,2 However, the projections made during the. a 
ooursa of this study \plagea the figure around 680 million 
aaa ls Since’ these projections are substantially peepee: 
- than the projections Seponted earlier, an explanation of 
the nig eas aca made and the method = analysis used is 
necessary to support these new, bigher projections, 
: Pa Or to 1970, personal property nee? valua-~ 


‘tion, as listed on the tax books, included tna eiduad 
@ ; 3 
—_—_oO . — : os 


16 griton P, Morin ‘and Others, ‘Replacemont Revenue 
ilinois ‘State Chamber or Commerce, 


, 
} 
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the rate that was exhibited from 1946-197}. : Becstiay it was 


assumed: that’ the Patio of pérsonal property. equalized ' - 


assessed. valuation ~to ae egtate equalized ‘assbada valu- 


ation in 1973. ana’ 197s Ww “typical of the “ratios that . é 


‘ 


: ras : % 


ineiecis of the Data . } 


’ 


The regression anflysis was used: as the. statistical 
¢ 


rlethod for analysis of the data.- Tho fass@petion of this, 


“approach is that the underlying relationships anong the 


variables are Tineas and additive. 15 When the data were 


graphed, it was clear that a simple linear welutionship 


Bs 


aid not exdst as one might Sxpect if the growth. rate was 


constant. ‘Thorofore, tlio equation» 


By, =I(1 + g)t 


Where I is the output of the beginning yoar, 8 igs the — 


unimown growth rate, and g, is the output for year: ts 


could not be utilized et 1 it Was bYansformod to: 
= 5 OK 1 + t;  ¢ 
108i By = logyy I+ [logy9 (1 + @)] | P 


which may be more easily ‘ocognizoed a3 a 3dm> ls . jear 
. ta XX z 


equation whon writton as: 


I a nei-On Kim and Prank J. Kohout, "Special Topics 
in General Linoar rodels," Statiatical' Packasa ‘3 for the 


.Social Sciences (New a a Ui. 2° Meuruyw-ia1l, (1909; 


poe | . 


al 


109 . | 


t 
wey 
\ 


‘ 


@ 


ERIC 


a 


‘mine the effects of the now state aid forma on the 1979 


Yat Bt 


wnope Y= e610 BP A= =,1o6z9 I, and B= [Lee10 (1 +-g)}.26 
2 
Data "for the total real estate equalized assessed 


) 


valuation WAS transformed with time being the ican eas 


= 7 


variable. Total real estate equalized assessod valuation 
Vr. ; : 
was the sum of -the total equalized: assessed valuation for 


lots: ene the total equatized assessed valuation for lands 


_ for: thay years 19,6 ~ -1973. The resulting curve was plotted, , 


and both multiple R and R-square were computed. Since the 


"growth rate g is computed from the following relationship | 


with the regression Ca Bs . b 
~ 
; : oth . zi = s ; - “ 
B= logy (i fg), - ~— 6 
ae 
then ‘ 
Antilog B=1+g_ | | —_. 


and 
g = (Antilog B) | 
. a 
_ The PrOJecntons of the total taxes levied at the 
local level, the total educational taxes leviod at he 3 


4% 
Zocal level, and the altermative projoction of the total 


educational taxes levied at the local level (made to doter- | 


l6tbid.,”p. 370. 7 


110 7 | | ; 


a“ : 
a see ee re ee eee 99 
: = , Projection) were accomplished in the same manner as the : 
gp total real » se equalized assessed valuation projec- 
f . ticta. = S ‘$ | 


Estimation of the projected personal property oe 
équalized assessed valuation was accomplished in a some mewha t 


different mamer. The ratio of the total personal property 


€ ~ 


: \ equalized. assessed valuation to the totar® real estate 

equalized assessed valuation was computed for~1973 and a 
1974. These ratios, .1633 and .1611 respectively, were ~~ 

: ‘imitiplied by each of the projected total adi cscate 

equalized assessed valuations for the time period 1975- 

1979. These two values were avonneod to arrive oe one 


estimte for each year. 


a“ The estimates of the educational taxes levied at 
the local level and the alternative educational ‘taxes 

~ levied at the local level which would be lost were calcu- 
lated by: multiplying the projected respective tax by ° 1366 
and 11349. These were the percentages of the agsessed 
valuation of personal property of the fotal assessed 

Valuation of all- property in the state of Iilinois in 
1973 and 197 respbctively.’ If this asseased valuation \ 
percentage would suddenly demons trate a wide variation 


from the 1973 and 1974 percentages , ther cha estimates 


would vary hecord hgiye 
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7 ; po Se . Results 
. . 
2 " Gatien ation of the previously described projections | 
. ~“ 
/ - and estimates gave°results as show in Table 17. 
TY: 73 ne 


/PROJECTED REAL ESTATE EQUALIZED ~ rN 
‘ a ASSESSED VALUATIONS® 


- gy Yoar . Dollars je 
Fa $43,900,000,000 
a 1976 15,500,000,000 x 
oe | 1977 | ~ --4Z4200,000, 000. 

| 7 1978. _ + 49,000,000 ,000 
1979,” 50,800,000,000 


oft hs a : 7 


= 4.162, B = .016, n = 29, R2 5 .9930, g © .038 
a 

The projections In Fable “17 were then. multiplied 
by "1633 and .1611,' tho ratio of the total personal prop- 
erty equalized assessed valuation to the total real 
estate equalized assossed valuation for 1973 and 1974 = 
respectively. The resulting two values were ‘averaged 
‘to aveage at one ostimate( for each year, as shown in. . 


Table 18. | 4 
% : F 
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. , . ‘TABLE 18 


’ 


N+ 7 BST IMATED POPAL/ PERSONAL PROPERTY | « 
, EQUALIZED ASSNSSED VALUATION — * 


‘Year {7° so Ne Dollars | 
1975 ‘ 4. | $7,160,060,000. 
| aon e198 ~ 7,400, 000,000 
: \ 1977. "4 2,766,000, 000. 
; 2978 es ‘-¢ 7,909 ,000 , 000 
19799... gp oe 8, 200, 000, 000 - 


> 


The projection of total taxes levied locally ‘was 

accomplished through a regression analysis of a togarith- 

’ mic trandformatian of formula (1). Tiése projections are 
<7 ‘ 


given in Table 19. oe 
f oR or] 


To estimate ‘the total. tax monios lost, the pro- 

iy | jections in Table 19 wore then milttpited-t by aid B00 and | 

ohn Of the total sgasuesd valuation of ih on 

in the ateee of Illinois in‘1973 ‘end 19TH respactiveny, 

“these were the percentages, of the assessed valuation of 
personal property, The neguttang two valuos were 


ae om . 4 “ 
“averaged to ere at one estimate for each yoar. Thése 
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» 'OFwa legaritante transformation of formitla (i)-, 


projections are ag “n Payie ely 
ce 


1974 
1975 


1976 


1977 
1978 


- 1979. 


®,% £611, B= 


™ was accomplished through a regression analysis 


< 


fal 
f 


| TABLE 19 / | 
PROJECTED TOTAL’ TAXES LEVIED ZOCALLY® 


32, n = 28, R& = 


te 


The projection of total educational taxes levied 


_ $3 460,000,000 


35 120; 000 , 000 
I, 010 000,000 
5 30,000,000 


‘ 650,000,000 


5,000,000,000 


9964, g = .076. 
- : tA 


These 


102 , 


To estimate the'edudational monies lost, the pro- 


jJections in Table 21 os thon multiplied by -1366 and 


1349, and averaged, as was proviously described. 


results are shown in Table 22.- 


a 


The. 


+ 
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. N74 
a : — . 
4 - { : 4 
os . kK » 9 
| ¢ < TABLE 20 
ESTIMATED TOTAL TAX MONTES Lost 
& -_ 
aa : Year _ Dollars -~ 
ee , “3 “ x 
torr eer f- — 
; : (1974 $470,000, 000 
" ¢ << A97s. . “ (10,000,000 
| | 1976 | om 540,000,000 | 
, : . ° 
a 1977° ( 590,000,000, ( 
_ * 1978. "4, 630,000,000 ; 
1979 ~ 680,000,000 
> “ ‘ : 
. ne : ‘6 
: Vv . 
e: | ; ; 
; - TABLE 21 x | 
; PROJECTED TOTAL, EDUOATIONAL TAXES” - 
. LEWED LOCALLY® 
ae . : 
Dollars oe 


Pa . , _— ~ saqinghovo , 000 
i978" | 2,60,000,000 
1977) aa 2,930,000,000 - 
-1978 \ _* » 3,1904600,000 : 2. 
1979 f 3,480,000, 000 | 


we 


' 
’ 


= 5,203.8 = 2037, n Soh, He = 9945, g.= .089, 


115 


o.. 
ERIC 


$ 


Lf ; a TABLE ap a s 
ESTIMATED EDUCATIONAL NONE oo 


= ~ Year é Dollars - 
‘ a ° . 
1975 \ | ~~  $3l0,000,000 . 
a 
co 21978, 370,000,090 | 
cs * 1977: * f+ «400,000,000 Cee 
1978 430,000,000. 
| , oe * | . - 470,000,000 
? _ 7 : e 4 = , 4 ; =. 
| : oe 
- ’ ; A ee 
, :. In ordpr to determino the effect of tho now stato 
, ’ 


aid formula on the 1979 projections, alternative projec- a} 


tions were made using ann = 6. The data used were from 


° 


1968 to 1973 because the state had provided a higher level 


of support to local school districts than they had in the 


° 


earlier twenty-two years. This would amplify the effect 


St 


contribution, which should have resulted in a lower 
le ‘ : j ] 


/ ¢ : i 
rate of tax increase. The results aro show in Table 23% 


aa the increased state contribution and decreased local 


- Lo determing’ tho aducational monies lost based » 
7 , . 
c¢ 


* > . Za : 7 : 
on the effect of, the new state said formla, these projec- \ 


tions were thon multiplied by,.1366 and,.1349 and 


4 
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° 4 
Me . og? Shey .* 3, a “4 
ee TR GEV TOTAL EDUCATIONAL, e oF 
a TAXES LEVIED LOCALLY® ' - 2 
\ ~ 
rx aoc P : 3 . x j . . 
; i Year 2, “ go >% _ Dollars ; a 
, .~ 1975 ee 3 $2,210,600 ,000 ; 7 
2 ale . . 6 ‘ ; c7 be be } ry 
1976 iy 2,390,000, 900 ” z 
@ oe eS  . » 25350,000,000- 
= of “x978°. Tow." +2,7205000,000 
i a Faas  *  3,900,0005000 ~ _ 
( _ ? . 3 - : 2 = 4 bi 
4 ; as >: , . 
so ae "A = 5.510, B.= .024, n = 6, R2"= 19773, g = .067. 
= “ a - = ; ; _ 


’ ed : 3 a” 


averaged, as was previously described. This alternative 


estimate of the educational nonies lost is reported in’ 


Table 2h. eee 
. Sis zz . : 
tae SUnnOry a 3 


Based upon the proceding estimates and pro jec- 
tions, it appears’ that the legislature will Bere tp re> 
place approximately $680,000, 090 of lost revenue to units 
of local government, and’ school aisteices on January l, 
1979. Ip the stato continues to” provide hG per cent of 

7 the Pmatag te’ en senor districts, it woul appear ~ 


4 
pase the state would havo Hoeoutaé 3390, 000, 000 -to school 


es © i / _? | | 
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. eet \e 
; | ; ' : 3 7 ance 2h 4 
| ALTERNATIVE ESTIMATE OF EDUCATIONAL’ . 
, —_ MONIES LOST = | : 
. = - 4. # ee, _Y aoe | oo 
eS Ba | * Deligte 
Pr = Gee Cm a, | 
oo Bae® MIS * a, $300, 000, 000 
aan ae 1978 7 ee 820,000, oap | 
‘ Aert 2% ; 7 350, 000;,000 . Rs 
s, 2 1978 - _ ae 370,000,000 _S 
eet. 1979. ~*~ => ,5 390000000. 
‘ i ae ? — 
_ districts on. January l, 1979. However, if t ) percentage _ 7 
‘ i of ‘state contribution returms to a level more clogely ap=- * | 


proxinating that which occurred in /_ majority of the 


time, period 1946- ~1973, then the. state ‘nay have to eaeia ce 


$/78;000,000. oo | = 
v g fi 
- ? 

a Son 

a 

# ° Ogg aa 
. 
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ne 8 CHAPTER Vo | \ 
"ALTERNATIVE TAX(SOURCES FOR 2 os 
REPLACEMENT RE VENUS." ee 
+ i "fe 
Accepting the argument. proposed in Chapter II that 
si the législature has definite Iipitathone imposed upon ita’ 
_power’to determine the ‘nethoa of taxation that will be used 
to replace the revenue vet wnae. section S“%c) should it 
g? choose to aveant the mandate to a abate t the ad valoren 
' personal. property tax, the need for answers to the fol- 
lowing. questions becomes apparent. What andeathens does 
‘ the -legislature have imposed upon its powers?. What alter- 
snative tax sources are avajlable?. What would be the effect 
of these Alternative taxes on the competitive advantage of 


- 


' ‘Illinois businesses? ‘\ 
1 . : : ae 
Constitutional Limitations 
Careful reading of section 5 (c) indicates that 
four strict limitations re placed upon the legislature. 
Th first ¢onstitutional ind tation on the 2 pover/or the " 
og slature 4s that the i a has an immediate an 
tinuineg eae ees to ‘refiace all revenue lost by - 
ts of local governnsiit and school districts, iiare is, 


\ 


however, no statement as to ee must be accomplished. 
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Also, there is no indicatton if this means that the revenue 


lost had to be returned to the taxing body that lost it. 


‘the sevond constitutional limitation on the power — 
of the legislature is that th. roplacemont tax imposed mst 
be statewice in nature. However, ‘there ie no clear state- 
meht as to whether the tax is to be levied, collewted, and 
distributed by the state, or whether the legislature may. 
delogate ee authority to the units of local government. 
Also, there is no mention ‘of a _uniforhn Hatha, It could be 
assumed that if the legisiature’ chose to OTOBSte this’ 
lauthority the rate a agra units of tlocal 


government | as long a taxds extende ugret sufficient 


to replace they moniog ‘Lost from the abolition of the ad 


~~ 
° 


valoren personal property can. 

The third constitutional limitation is Thet Yhe - 
replacement taxes may not bo ad valorem taxes-on real 
estate. Nota that this does not prohibdt all real estate 
taxes, simply ad valorem texes on rea} dstate. 
ot, —-The last corstitutional PiniGetr on As cert .ne tax 
must ‘apply to those classes Followed of tie burden of 
paying“th@tax. ayes ieee a the only classes which 


/ 
/ 


would be exempt aro ane EVENTS» 43 proviously defined in’ 


yo. 


Chapter II, who have not boen taxed ncher tho Illinois 


Constitution of 1970, tho populatio to ba taxed romains 


? 
virtually the ae my 
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not be imposed ‘anon enyone 


© ’ 


may not be ad valoror: POOL ONTAUS, it must. be epatource 
din nature,. and it must bes sufficiont in size “to. Peplace all 
* pevenue lost by: nutes of local government and school dase: 
tricts. ~ Since thos Oo limitations are not prenemoly. dof, im- 
“Ltr e further critoria must be dovélopod to determine | the: 
; suitability of the alte: native tax. . i 


\ 
= ¥ 


“oS 4 _, Philosophical Criterion ~ - 
} \ an ss : - | ° ‘ 
Classical and nodorn litoraturo on taxation .pro- 
vides additional eriteria for dotormining the desirabilfty 
of a tax, These criteria Should be viewed as goals of. a 
tax and “not ag requirements for the survival of tho tax.» 
. The first critogicn is “adogiacy of the tax.+ Pro~ 
doe. jection: in Changer IV forecast that a roplacomont. tax mus t 
be able to genorato approximately $510, 000 ,000 in 1975 and 
$680,000,000 in 1979 for roplacensnt rovenue, Sinco this 
‘ ids a continuing obligation, thé tax should have a long-term 


average arnnuah growth potontial in tho noighborhood of 


7-5 per cont por yoar, a3 was calculated on page 102, 


a 
1stophon I, ‘Weston, im 
tion .(Now York: AS Press, 1% 


o. F 4 : 
‘ 
é - , - 
nes 
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rs - Equity, as defined in Chapter I, is the. equal - 


110 


treatment of equals .° Or as John Stuart Mills expressed 


vats : ; . 
<< ; : 1 


eh. Equality of taxation therefore, as a maxim 
“of .politics, means equality of. acrifico. Poe, 
~means apport! oning the contribution of each per- 
gon wards tne expenses of government, so thalt 
he shall..feel neither more nor les3 inconve- . 
nience from his share of the Paied. than any’ 
other *porsori experiences from his, - oe 


oR as shea Smith stated: a 
: The subjects of every state ought. to con-_ 
the government, 
rtion to their 
in proportion to 
protection of: 


_ tribute towards the support,o; 
as nearly ag possible, in pr 
respective abilities; that %& 
the 7. 8 they onjoy unde 
the ‘state - 


Theso admonitions could be tntomreted to mean rat any. 
‘tax which is duposed should treat all members of eae el 
of: taxpayers equally, but it does not neod to treat all 
classes equally. 


Taxes which are not progressive in their rate 


sf ieture nay tend to be regressive, but are not 


“Jams M. Buchanan, Public Finance oe in Domocratic 


' Process (Chapel Hill: Tho University. of i iorvh Carolina 


‘Press, 1967), p. 29k. 


3 Jonn stuart Mills,. Principles of Political 


a33 


Economy With Some of Thair "Application to Social Philos- 


opnics (London: TORING, Uroei, Aa C0e, Wes), p. 392. 
\ 
Adam Smith, An Inaniry Into the Niaturs and Causes 
of tho Wealth of Nationa Ciondon: &. Nolson and. Sons, 


*T76lhj, we 3492. 
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ae, Ww as a 

| ar ae _ ¢¢ 

necessarily so. . Flat rate taxes on ¢ ons iuption ‘tend to be 

regressive; ee és the most regressive elements are the | 
property hax, goneral sales tax, and the selestive 


excises ."> However, flat rate income taxes need not be 


considered TOBPOSa 105 We a oe broad-based flat rate tex 


can pack both a heavy revenue punch and SHovids & substan-.. 


tial degree of progression A combined with personal 


exemptio> no 


Impact 2! ear abian an’ incidence of taxation .are 
two criteria which Should be discussed togethor. rae 
inpact (who is originally taxed) of taxation and . the 
dneidence (who finally bears the burden of the tax) of 
taxation are not necessarily the same. If the constitu- 
tional iimitation to tax solely those classes relieved of 
the burden of the tax is actually to be accomplished, then 
it.is assumed that the tax which is to be uged as a re- 
Placement will-be one which is shifted in the same manner 


* 


and the same direction ag was the personal property tax, 


Chavisory Commission on 1 Intorgovernmental Rola- 
tions, State-Local Revenue Systems and Educational . 
Pinence (Washington, D.G.: Government Trinting Office, 
es pp. 2-17. 


Or aitaoay Commission on Intergovernmental Rola- . 


: tions, Stato-Local Finances and Suggostod Legislation, 
Report No. M-S7 (Wasainzton, D.C, Govornniont. Printing 


Offico, 1971), p. l. 
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‘percentage increas 


_ havo high elasticity Father than low elas 
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Elasticity is"... tho ratio of tho percentage 
increase in tax collections at a constant tax rate to the. 


\ is ‘beneficial to 


in gross national product. . , 


However, it is not’ 
ficity. The sew 
definition works in botl,directions, mH times of economte 
recession, tax revenuo collected, declines as gross national 
product iesaanes., This Lesson was learned in Illinois in 
,1975 whon tho governor was unabte to fund the state ex- ; 
penditures at the proposed budget levels due, to less than 

* projected State revenue brovght on by 0 recession, mi-. 
nois depends heavily upon the income a and the. Bene ret 
Sales tax for state revenues. Since the personal income 
_tax is a very elastic tax, as is, the corporate inc ome » 

— (but not the general sales tax), it is evident why a 
decline in gross ae product was felt =P quickly in 
the Tilinois revenue collectitons .® ae is* preferable ‘bb 
have a tax which has some elasticity so that the taxing 


body is not severely affected by inflation, but not too 


i 


* 


o. elasticity, because the recessions can be just as 
d 


evastating. An elasticity of approximately one ‘is 


? 
& 


Us Syiaceeeeed selon. Educational Finance’, pp. 2- 
37. * : ae ; 
8: 


Ibid., pp. 2-12. 


fe 
i 
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preferable.” This causes a chans6 in gross national prod- 
‘uct to briny about a proportional change in revonue. 
A tax mast be udministrativoly foasible. If the. 
tax cannot bo aduiniatored bocauso ‘the information needed 
: to assess tho tax bs not roadkilgpavaila:io (as was the 
>" case of intangible, porsenal property) or if tha cost of 
administration and’ onforesmont is .so high as to make the 
l tax uneconomical to collect (as waa the case of taxing we 
, tangible porsonal PLOporhy of individual residents in 
Illinois), thon the tox is not aininistratively feasible. 


Ideally, a tax should be levied on a base which cannot be 


oasily tranaportad ar hidden, end should have high enough 


° 


a valuation por unit to make the returns for collection 
Bighor than ths cost of collection without the tax being 


confiscatory. This js not to be construed to mean that 


“. 


income cannot be taxed.’ Bince the inatitution of the 


federal inecerms tro, ree ere concorning gross, adjusted 
t . . 


Bross, and not incoms ‘iad becoms available to state 


. 


Bovernmsnts, 

-Pinslly, sn alternative tex should hot have a 

“-nepative effach on productisn, Is taxpayers feol the tax 
rato has hocome so Livsh aa to mike them unable to compete 


cers and as a pvosulb oithor ioave 


2 . Ls 
. With outesfestote preniueers ard 
; cs 
Py 
F 
ae é 
Lites. Poy 2G, 
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11y 
the aeate or cease production, then this réduces the tax 
Fase--honce the rovenus-~and becomes dysfunctional. The ret 


fore, “the tox differential botween states becomes signifi- 


cant. 


tial, little attention is paid to the typo of tax. 
Businessmen 388em to fool that if a partiselar 
‘jurisdiction lacks a Givon type of tax--for exam- 
ple a State corporate income tax--it will have 
other texes wiose buxdon will bo sufficient to 
malie up for tho ap sonee of a particular levy. 10 


In considering the total tax bill cae 


4 


This does not moan that rates of indWidual taxes which are 
Sompsnonte of the total tax load cannot’fe higher than in 

f a \ 
neighboring statos. I¢% only moans that the burden of the. 


a 


combined taxes on business firms must be comparable to that: 


of neighboring states. 4 . 
_ The POPaC CRON’ tax would be characterized ag one. 
which eehevated approximktely $680,000, ,000 on January i 
1979 bs a the slasticity ito produce ‘dpproximately 7.5 
per cent of now rovenuo denatiy: Further, it would tax 
only those classes relieved of the tax on personal proper- 


ty, would uifted to tho Samo degreo and Ans ‘the same " 


° 


@ivecticn a's tho jorsonal proporty tax, would geass coestrs 


to the moods of tho economy, would bo oasily and econom- 
% ? v 


ically administered, and would not be an ad valorem tax on 


’ 


~ Sy & 
Pore curission on Interfovernnental Rela- 
tions, Stx ite -bLocat CaCI OT 20 sndustri al Location, Re- 


rLon, DiCy:” Governmont _ Printing % 


e x 


m 

oka 
port Nc. A-20 (Cuan: in, 
Offico, 1867), Pee (62 
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real estate. Finally, it must be statewide in nature and. 
not likely to change the competitive advantage: of any 
classes upon wnaen {t was imposed, What taxes in present 
use could be expan and, or what new’ ‘taxes imposed which ; 
would fulfill, these requirements? : 


A 


Taxes 


Present 
a 


Of the sixteon major taxes Which were levied 
yeollected by tho Illinois Department of Révenue in 197h, 
only one tax, ‘the corporate income tax, appeared to meet - 
the previously outlined characteristica, This tax could. 
be itiposed solely upon one OF the classes nelieveds=stis 
corporations. However, hws would still be classes which 
would not be taxed, even though they were relieved. These 
Would be tis oarinerships, limited partnorships, profes-_ 
sional agsociations, and professional service corporations, 
The taxing of these élasses will be considered later. 
“S The corporate income tax generated $219, 357, 000 
or 6.98 per ceht of the total state collected revenue rf 
1973, and $277, 14h, ,000 or 6.96 per cont of the total state 
er revenue collected in 197 in Illinois-21 The Illinois 
j ; corporate income tax js levied at a flat rate of h sarcont 
oe | F 
3 1l ees 
State of Tilinois, Departmont of Revewua, 


"Schedule of Revenue Collected and Romitted,’ Memc-andum, 
dune 1973 and,June 197l. (Lypewritten. ) 


- Bas 
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and gonorates approxinatoly Soe 5 000, 060 C973) for each 


per cont of tax. If ionintation wore ‘adopt d that would 


shift tho Pree burdon of roplacoment for/all units: of 


local govornapnt and sctfool districts to theorporate 


income tox, this would rosult in that tax having a rate of © 


approximatoly 11 por cont (computed using 1973 data, the 


last yoar for which complote data woro availablo). It 


‘would bo possiblo to we tho total dollars of revonue 


eee but only at a vofy high tax rato. Furthor, thoro- 


a “kno ennual rato of now rovonus to ba considorod. Tili-g- 


_ 


noin corporato incoms tax collections havo groim.at an 
¢ 
avorage rate of approximataly 13.25 per cont por yoar for 


tho. timo poriod 1973-1975. This moans that the tax at 11 


por cont. vould be an adequate sourco of now revenuo to ful- 
j " 4 


fi31 tho proviously listod roquiroments. . 
. Tho corporate incomes tax moots tho requirements | 
that it be statowido; also that it not be an ad valoren 
roal ostato trx. Boing a state loviod and collocted tax is 
en cdvontago in the emount of the tax yiold. A Stato. 
oncompassas population and economic activity within an area 
lores enough to obtain ee 8scalq; in tax adminis - 
nl2- 


tration,! Since tho tex Ja prosently boing collectad, 


} “ , » . ' . 
ono dces-not have to consider hichor cottedtion casts or 


: 
42 
“Advisory G Sommission, Educational Finance, PP. 3-6. 
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co 


the development of a now division ot the state revenue sys- 


tem, Tho state would simply process moro dollars through 
the samo channols. Thorefors, administrative feasibility 
aie «. { ¢ 


ry 
a 


is not a serious.concorn. 


& 


Unfortunately, the corporate income tax does not 


have a high degree of oquity: . 


- . - if tho tax falls on'the oquity shareholders re 

of the corporation, the individual boaring the sO 
“tax may by dn a hivh-isecome or Low-incone group. | 

There is no nocéssary connoction betwoon the 

amount of conmon stock owned and the place in the 

incomo scale, but ail individuais are subjected 


to the sems rate of tax in this part of the fiscal 
: syatem,43 : : 


The impact of the tax, a3 was previously noted, 


. 


would be on those classes relioved of the burden of paying’ 


tho tax on corporate persoral property. Tho incidsnco or: 


the tax, however, is a little more difficult to dgermine. 
There is some cisagroersnt ag to who pays the corporate 


income tax. Somos of tha, tax is probably shifted forward 


and. backward, Ht and 3gomo of it is takon from returns to 


capital. Howover, the major sre is probably,a charge 


16 ; 
against capital and manageans.te - ‘ 
: f 


a. 


¢ 


a 4 : : 
l3gemes M. Buchanan and Marilyn R. Flowers, The 
Public Pinences An Introiactery Toxtbock (Homewood, Til.: 


Hichard oO, ipwin, Iné., 2975), b. 2c. rd 
: +tadvisory Cermiasion, Educational Finance, pp. 2-17. 
nee eee : As ; 
“fax Institute of Amorica, Procecdints of” Sympogiun, 
Hoverbor t=6, 270 (fexieilens Toga,? 0, Go Hoath: Cow, . 
5 7 . 
— 
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~ 
A corporate income tax is fairly élastic when 


viewed in relation to other taxés. Harris, Netzer, and the 


Fed 


Planning Division of Arizona dll bab @lasticities of 
approximately. one for the corperate {ncome tax.16" ‘Peck 
reported an elasticity alah hi = than this, b 

_ Effect. ‘on ‘competition can ot be aS easily assessed 
bar ea Some of the othon effects. If one ‘accepts that | 
inadstes is concernod with the tax differontial and not! 
component taxes, then the ‘change will bo negligible. when 
industry is viewed asa whole. ‘However, there may be some 


change’ in’ the "mix" of types ofy business which-are found 


" ws OS 
within -the state. : of ye 
High gity proper tax rates on inventahies | , 
encourage erection ‘warehouses outside the city 


not only by manufacturors bus also by merchan- 
disers, such as sin tag Pabe rators. Even 
minor differences in as procedure may be used to | 
advantage by businega.+ 


‘Industries which are seraniviee large inventories and 
$y ; 


low profits would be att raed tothe state. However, .. 
industries foicn « are characterized by small inventories and 
high profits could find bhenséivea in a relatively less 
competitive position than they had been previously. 
; | o. 

16, avisory Commission, Educational Finance, pp; 
2-39. : 

i7tpid., pp. 2-l0; 


18. avisory Commission, Industrial Location, p. 61. 
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The corporate income tax would provide a viable 


alternative tax scurco for the replacoment of tho lost 


revenue. However, to replace all the revonue in this man- 
“se >. ~ - — . 
ner might present rates which would cause many firms to 


migrate to other states. Thorofore, the corporate income 


a 
— Nu 


tax offors only a partial solution in tho search for an 


altornative tax. 


ce Now Taxes | 
, So es 


“ aa Since all classes yhich were relieved of paying the 
3 % : ‘i & : 
, personal property tsx would not be providing replacement 


- 


revenus, through tis corporate income tax,.some other new 


tax(os) must be’ found which would tax those classes re- 
iste Vir 


s . 
lfeved which were not corporations. One obvious answer 
Mt 


ct 
oa) 


would be to presont Jowgisiation which would require that 
ok | Fy 
* partnorsnjps, linited partnorships, and professional 


. associations bostaxoad in the samo manner and at the same 


rate a3 corporations, instead of allowing the .partnershi 
a ve i 


to file on informational return ard taxing the mombers at 


she individual incom tax rata. This one change could 


genorate substantial ammmts of naw Bevonue. -The dollar 
»valuo of rdévenuo hich would to sencratod by al per cent 
a 2 : 


net income tax on partnershinos in 19/73 was estimated to be 
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: a | 
around hl .5 million dollgrs. 19 nds would moan that a tax - 


on partnershi would gonerate nbede 11 million Got lans for 


each per centwaf tax. 


. 


“The tax on partnerships satisfies the. constitution 


~ 


, al Aypteattons that the tax must be on those classéjs re- 


lieved of the burden of paying the.tax, not be an ad 
valorem tax on roal satiate; and must be statewide in: nature. 
It will ne subject to the costs of litigation and the costs 
of eveloping an administrative structure .to oversee the ° 
reli of the tax. Substantial agounts of monies could — 
be saved if the tax could be administergd in a manner 
parallel to.-the corporate income tax. | | 

z o shifting, ‘elasticity, and regressive charactor- 
istics ri tax.on partnerships would bo more similar 2 
those of the Corporabion if the tax was impased in @ manner 


parallel to the c weaves income tax. Haye ver, if the tax 


ig imposed in a manner which is parallol to the individual 


income tax, then the offects would be more similar to those. 


of the individual incoms tax, ‘4 


The discussion in’the soction on the corporate in- 
' 


come tax reviewod the arguments portaining to industry 


\ 


4 


19%¢arlton P. Mort and others, Keplacement Rewari 
Source3 eae lllinoljs vtato Chamber OL Comrce, 


.) 


“421 


a> 


location andctax Lond. In ovaor to reonmein consistent in 
the argumont thronshoub, thea assustption will bot mado that 
. ‘ ° , . ; | . 

“sa replacommMt tax wilk not have any offoct oh tho total 


* business comaunity's decision for location, since there is 


: a 
way to asse0s3 this in advance. . ~ 
* ¢ - 


Tho income tax on partnerships, as a, meee unit, 


deom3s to bo imporativo ivoen the constitutional limitation , 
on roplacomont vreavenug. This tax would genorate substan- 


. 


tial amounts of now revenue oven thouch there would be 
: Start-up and litiyation couts. Tho method of shifting, 
rogrossivity, ondéamomnt of olsaticity would depend largely 
upon the mannor in whieh the tax is imposod. . 


Anothar posaitie Souree of new ro'vonuo would be 
the *value-adind tax. This tax has bean used. successfully 
rae 
in the Commen Market countries. In 1953, tho Michigan 
legislature Imolemontod the Kichizan businoss activities 


7 * ; 
tax, the first taux imolomented in the United States using 


- 


ie 
the valuo-addod concept. It gervol as a tax ih Michigan 


unt#1 1937 when bho logislature pepoaled the tax to 


~ 


2 
s 


@&andloment a cov Poransivo porsoal and corporate income 
; ~ , 


: oD - > oy : o ; : ay . 
tax a). “Ro cirdjug2 of the typo of tax, gross 


“ 


fon on intersovernmental hola- 


PALtKer moive Goures3 of 


- 

CO elas 
tions, Bingo Falun “ics 
PeQorn it: ib yams 4 


(vinsiineton, D.G.s 4 


Governzait. riatiac 
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S oourmotue’s Ono cmni ted as eniditure atodin fiom abtowed), ineoae- 


“2 x ; ; i : . 
bypo (eapital @wxponditure deduetion allowed ¢heoigh 
doproagiatWou), on congiuoiption varbent (Ceapttal expenditure 


ak L 
' 


allowod In year of puvebasy), tha pevenuie gonerat doe 


Se 
; : 
enpnavilicy ot the tase 24 gigatiitials « 
Mead iy Aros preuaducet valuo-atded tax in 
; 4 " 
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Book to receive the valua attded by « eee nin paree 
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norships.°% The samo poercentame was used with the 1972 
"5 
: T4414 Opie Lo Bank . sitad. Hata o 
Bilition, ITiMnets state and “iiwnal Reonamien Data, 
peg ee eg eS Sees oe Mae Eee CE ee 
Tho rovenna which could have baon rhporated in 1969 with 


] i 


ae al por cent rate would have — 220,520,000. Therefore, 


_ 


iS it appoars that. a gross preduct valuo-added tax would 


generate around $270,0900,000' for oach por cont of rate in “y 


: eo 
mo3t years. Sinco an tneuno-typo or consumption ’value- 
addod tax would havo doductivons for capital oxpenditures, 
the revorue gonoratad by eitior of them would be somewhat 

4 fad. ~ 
* -, 


a She valuo-added tax ‘satisfiod tho limitations that 


it must bo statowide, that it cannot be an ad valorem real 


a ‘ .- 
estate tax, and that it must be imposed upon the same 


( persons ‘who benofited from elimination of the personal 
4 
property tax. It will, howovoer, be subject to the costs 
of doveloning an aiministrative structure to assess, 


\ ' ' collect, ani “intribute tho tax revento. Also, the tax j = 


se 
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Will be aneteee tar “SeVie voi? uneartaiating Chat oould 
, tee , a 
result an dittsation. 
Tho valne-added taa ray be ahifted Porward rather 
easily sginto tha udditiocel cout of tho tax ts added into 
the galo price of tho goods. Houavor, this {3 an advantage 


over tha 


rr 


alos tux vince the tax igs collectod at all levels 


of manufadéturea and diuteibutianl and not just at the con- 


~ 


sumor. This autiapsa that Pllineg's ciltl rvrocaive its sharo 
of the tax rovardleis er the final dustination of the 
goodg. Furthor, since tho tux could bo imposed only on 
tne specific clasnas roliaved of payin thea porsonal 
proporty tax, it stould tax only those ¢lnaases rolloved. 

Since thers has not been too much experience with 
: wt 8 a}, . ae ‘ a . 
the valtie-added tax in tno United states, its elagticit 

; y 

in relation to other taxes is not well docunonted. The 


Michigan Business Activ'.ies Tax ip reportod to: =. 4 


-. + 6 AMaXaninition of tho chanzo in the 
BAT collections roisties to cNanitos in Hichigan 
personal ducena adaa df: hut tts tax was 
3 iva bo 


more than ferent my 
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This narrative does not allow fora clear definition of the 


elasticity; but it would allow for an approximation of the 


elasticity at a little above one. That means .without any 


4 


change in the tax rate, revenue would increase or, decrease 
Slightly faster than corresponding changes in Gis -Seousay 
The regressive charactoristiés of the value-added 
oN tax are dependent upon the type of value-added tax Weeds. © 
The consumption variant, which seems to be the most 
popular because of the treatment given capital expendi- ™ 
tures’ and the eave of admit eet ae Ot when ssomared® to the 


income-type, is somewhat re redaive.2 one method of re-. 


wa 
* 


ducing the characteristic. tgward regressivity is to allow 
a tax credit on the income tax for those items — . 
rac :t3ity, such as medicine or groceries. . another method 
“is to simply allow the exemption of thoge necossalt items” 
from the value-added tax. However, abtompes to decrease 
the base will result in decreased neutrality and a 
administration a great de 

Tho discussion adie eae. Bie comeerace 


income tax reviewed the ee pertaining to industry. 


Ed 


location. and: tax loads. “Ty order to réniain consistent in ~ 


the argument throughout, thé assumption wad be mado that g 
a replacement tax will not havo ay O° “foot on uhe total ms 
nN r . ; er # 


x 


r 
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industrial community's decision for Plant location. Howe 
ever, as discussed in the cofporate income tax, the effect 
on specific industries will not be the sage throughout the 
state. “New industries will be unfavorably ees by 
this tax more ae they will be by the bompornte. income tax. 
because they will not Pe obis to FOUeVOaS the profits into 
the organization in the early stages.°? Further, the. 
value-added tax. does not favor high labor industries over 
-high capital or inventory industries .28 , 

Phe value-added tax is a viable alternative source 
of newW revenue which —— the limitations of the constitu- 
tion. It would genorate ap§roximately $220,000,000 of 
revenue for each per Gent of oe een, tax, or 
$208, 000, 000 of revenue for each per cent, of consumption 
variant tax, in 1971. This revenue would increase aiid 
matically with growth and inflation, The tax may be. 

SET OP eats but aif it dig, exemptions and tax credits ceuld 
reduce the degree of clan deb This tax has an- 
elasticity of slightly above'one and is administratively | 
feasible, even though there would be start-up and litiga- 


tion costs. Finally/, the tax would be imposed_.pn those - 
‘ ae . 


\ 
| 


ee ee 
“lIpia., p. 8. 


Br ota. 


133 _ 
o 


: g _ 327 
i rer 
einasss Pelee, DaM pia chy ee shifted either forward or 


backward and in a sonsighat air ae a thé 
person ad PETER ty. Eas 
The last os to be considored would be a poll tad. 
“The POLL. tax Was once widaly used in the United ‘States, but 
So “it fell into Atseages after 2% becaye a tool for dison- . 
Stancnteta. voters in some states. A ene, doitas poll tax 
would have gonorated $1 »200,000 in 1972 if éeltectea from | 
manufacturing ostahlishments “onige? Tho poll tax would | 
be assossed againss sue cnployor, not the employoe. 

This tenia be atministrativ voly fonsiblo because of 
the asneesee YPogords hich are required to be kept by 
tho U.S. Doportrant of Labor. Thore vould bo start-up and 
‘litigation costs involved, | 

= 
This tax would have Somo elasticity, but its 
elasticity would not ‘bo nearly as high as tho other two 
tanes previously doserthed, Its revenue would grow more . 
Slowly than the osonomy. Tho requironents that the tax be ; 


‘ : : 
Statouvide in ‘nature, he S9]0ly on those.classos relieved, 


and 7 eer velorea poal ostata enuld all bo met. 


° 
. . ee _ ; 
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However’ this tax, by itself, would not puoduse sufficient 
revenue without charging rates of approw mately $560 per 
‘worker per year. This might be considered prohibitive : ; 
because it would discourage firms from adding additional 
; workers. The impact of the tax would be on the employer, 
: but it probably would be, at ea partially, shifted to 
the employee. , “3 
’ The nets argument for thie poll tax is that it 
could act as a balance for the other taxes which have been 
5 we restrictive on capital intensive industries. However, 
\ much care must be used in the intensity of taxation to 
assure that labor intensive industries are not driven from 
the state, | +o F 
Four taxes have been suggested in the preceding 
sections of this chapter. In each case their strengths 
and weaknesses have been outlined. The ehoice of which of 
these taxes, or in’ what combfnation. any of these taxes, 
are to be used and at what rate, is the responsibility of 
the legislature. There is one point of caution, however, 
States whith have recoived the reputation of being high 
tax states haye had difficulty in aftracting now industry. 


Therefore, tho purpose of these SueE cottons is only to 


provide alternative sourcos of tax revenue for replacement 


4 


of the lost revenifo and not bo provide new sources for 


taxation. Tho lozislature should not be afraid to use 
, . ; : 
' * 
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those cembinations of alternatives that will maintain 

is. imois' relative position\with respect to,tax djifferen- 
tial, but Lt should be very hesitant to raise taxes so as 


tu change this differential. 


~ & 
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: _ ss CHAPTER VI 
| ALTERNATIVE METHODS OF ALLOCATING 
THE REPLACEMENT RE VENUE : 
After the alternative tax(es) has been collected, 
Some method must be devised to a ligéats the revenue, in 
terms jof the two constitutional limitations, as stated: 


Oe ee shall replace all revenue lost by units of local 


government and school districts ... ," and m - « other 

\ than ad valorem taxes on real estate. . . :"1 hig section 
of thea constitution Provides no design parame toh for the 
allocation system. Instead, the first phrase and the 


a) 


second phrase give piso te two separate interpretations: for 
each Phrase. . 
one interpretation of the first phrase ba duet the: 
drafters intended that oach dollar of revenue lost to a 
. unit of local government or school district would have to 
; be replaced with a dollar of revenue earmarked for chet 
unit of local govarnmont or 38hood district. eauner 
taterpretation is that there would be Y dollars of revenue 


lost to all units of local sovernment and school distrikts 


in the state; seach would receive a sharo, but tho share 
4 : ; 


» , Tlinois, Constitution, art IX, goc. 5 (c). 
130 


14:2. 
Oo. 
ERIC 


o.. 
ERIC 


eo. « : - . . _ 131 


_ ; . 1 
would not necessarily equal? in dollars of actual revenue, 


‘the amount of revenue lost to that particular ‘unit of 


local government or school district. The first interpreta- 


tion would call for direct’ replacement of revenue, Whereas 
the second interpretation could use some method of alloca=--. 
tion other than absolute dollars lost by each uit of local 


governmnt or school Mistrict. After the discussion in. 


—~ 


_ 


Chapter II, it appears that Sither interpretation of this 


first phrase would meet the limitations outlined in the 


as 


There can be two interpretations made of the second 


phrase. One interpretation is that this is a limitation 


solely on the replacement tax, So that the replacement tax. 
would not be ad valorem real estate. Another interpreta- 
tion is that this phrase places a limitation on the alloca- 


tion system. Since units of local government and school 


districts recoive their funding from two separate compo- 


nahta of the property«tax base, real property and personal 
property, a removal of one component of the tax base nouns 
necessarily shift the total burdon of providing tax revenue 
tc the othor Component of the tax base. Unloss some re- 


Placement rovenne wore provided, the abolition of the 


. of N 
, personel proporty tax wonld necessarily shift all locally - 


levied taxes to ad valorem roal ostato’taxes. If the re- 


pineoran Me Se venwerarodised by the state is not equal tfo or 


4438000 
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greater than “tris@value of the revenue lost from the abol -" 


tion of tho pérsonal property fax, the unreplaced portion 


automatically, betomes a tax on ad valorem real estate, un- "' 
less the taxing body is at its statutory tax rate maximum. 
If the interpretation that the phrase se only to the ‘ 
replacement tax is accepted, then éither intorprotati on’ of 
the first pass is within thd ‘constitutional Limitations. 


Howevor, if the interpretation which places a Limitation 4 


on the allocation System is accepted, thon the only intge a 


pretation of oe first phrase which, would be acceptable. 

would be the direct replacement interpretation, unless a. 

taxing body could receive; with the ghant lovel being placed 

high enough’ to ee that/the replacément revenue would be 

greater thah or oqual to the amount of revenue lost besduse 

of the abolition of tho ad valorem personal property.itax. _ 
Schools are presently faded in part by locally’ ees es 

eolitectad tax finds, and in part by a grant-in-aid formule, | 

which ‘attempts to cqualize expenditures per student. The- 

school district will be considered ‘in two different ways’. 

First, the school district will be considered as a Com-. 

ponent subsystem of the county taxing body, and then as an 

autonomous unit of local government. : | 
Additional otal 


f discussion will be found in| 


the purpcaas outlined in Chapter I; 


18. Develop alternative models which will deliver 
the appropriate amount. of Pe venue to replace the revenue 
for operations lost to units of local government and school 

. © districts. : . 
19. Determine if the Peeauut grant-in-aid formulas 
~ would be able “to Be used ‘to replace the revenues lost due’ 
to the abolition of the personal property tax, or if =e 
would need legislative modification. : 
ae paveise alternative models. which will replace’ 
the revenue lost to the bond and interest fund of the local 
° . school dietnict as a result of the abelteton of the person- 
° al property tax. ° 
21. Develop alternative models to insure that 
individual school districts will not have their debt lim- 
itation reduced as a rasult of: the loss of the assessed 
adi valuation from personal property. 
22. Develop alternative,models which deliver the 
“appropriate amount of collected revonue if the assessed 
valuation of ean individual school district changes after 
_January 1, 1979. ... Ww 
One ‘question which needs to be answored is, "Is ° 


there a present allocation system or syutom3s in use, by 


the stato, which would fulfill tho requirements ‘previously 


y) outlined?" a 
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Present Allocation Systems 


ite Scans three systems i by the state é 
government to return monies to untts- of local government 
(not to include schocl districts), th fiscal 197h, 
$207,997,000 in motor fuel tax monies, $103,000,000 in 
income tax monies, and $29),,235,000 in state sales tax 
monigs> were distributed to counties, townships, and 
mmicipalities. The motor fuel tax monies and the income 
‘tax monies were distributed on the basis of Population, 

The sales tax monies were distributed on the basis of | 


ao 


Sales within the geographical area, 
Under the first Jnberprotation, requiring direct 
replacement, none of the present allocatio systems would 4» 
be applicable. Under the second interpreta on, using 
Population as \method of distribution, me is a 
method which would |be appropriate. If the second inter- 
pretation were adopted, Sook County would have had ap- 
proximately 55 per cent of the- personal pecbevte equalized * 


e 


_ mod 
nee eae Tee eee 
eTllinois, Comptroller, Illinois Annual Repor 
/ Fiscal Yoar 197h, daly i, 1973-Juna 30, 197, p. 2. 
oe oon 


3Ibid., pp. 23-24, 
Lra1inois, Department of Local Governmont a ba 
Office of Financial Heal re, Tis sneLep es Proper rty Tax a- 


\ tistics Ee (Sprinvficld: Departisent of Local | Government 
Affairs, ~ 1973), calculated from data on p. 170. 
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ass@gssed valuation ) the state, and approxingsbly | is per 


scent? of the populatYon in 1973. Downstate? Ialinois had 


ASS ay 


“ approximately 5 per cent of the perso {property | 


equalized assessed valuation and approximately 51 per cent 


of the populatitn in the state for 1973. If the allocation 
of roplacemsent revenue deur have been nade on tho basis of 
population, the 6 per cent difference in percentages 
1973 would have pesulted in’ en undsrallocation ve aches. 
matoly $26,000,000 or approximately A.) per cent of the 
total Peant hey oxtensions in Cook County. Unless there 


\ : 


was some minimum ena On 


enharmless clause imposed on 


3ystem unconstituticwal, since see, 000, 900 would be 
shifted to the real ostate © tax base. If either the mi 
grant pr8vision or the sepa nePlees eiaues were adopted 
then the distribution of replacement revenue on the basis 


of population would boa viable alternative. 


: Proposed Allocation Methods Py .* 
“If tho diroct roplacomant limitation and tho 


Vie taeson on mot ; Abit bine the tax to real gates, outlined 


Pe 


5T1linoi is, Dopartment of Rusiness and Economic De- 


Yolopment, Tllinois ebathe mid Aaa ela Vata Book, 
1973 hai tion foorincideid: baci rio of Bvsineds and 
Beononic bovelop.wnt, 1973), celeuinted trom duta on p. 82. 
Srjiinois, Tox Statiatics 1973, p. 7. 7 
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oe 


in’the constitution, are followed, then the state would 


have to make a dollar-for-dollar replacement of revenue 


‘lost. One method of accdmplishing this would be to assess 


all personal property on January 1, 1979, have all of fae 
taxing bodies submit levies on the total equalized assessed 
valuation including the personal property, compute the tax 
bills without the personal property equalized aSsessed 
valuation, and then submit a bill to the state treasurer 
for the difference between the amount to be collected under 
the eeies submitted which contained the personal property 
equalized assessed valuation and the amount computed on 

the bills without the Personal property equalized assessed 
valuation. The state would not be held liable for the 
difference between extensions and eulgecticne, only for 


the Pry ae extensions. The amount of revenue. lost 


- Would P6%eStablished at this time, and the state would make 


a continuing appropriation for: that amount to each county. 


The counties would then distribute the monies in percent- 


“ages equal to the per cent of the personal prdéperty & 


equalized assess0d valuation in each taxing bady's total 
equalized assessed valuation on January 1, 1979. 


A variation of the preceding method would be to p 


Simply average the personal proporty assessed valuation of 


each taxing body for the years 1977, 1978, and 1979, ag 


filed at tho County Clerk's office. This method should 
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eS ; 
eliminate business cyclical fluctuations in porsonal prop- 


ety squaiiesd assessed valuations. Either of tis pre - 
ceding two methgds may be applicable; the orienta and 
the courts would determine which of ‘the two methods Was - 
"fairest." * 

either of. the preceding Systems makes provisions 
for th aistribution of the growth revenue. One alterna- 


tive”“would be to refuse to distribute this re venue ; growth 


revenue which was generated by the alterna ive bax(ea) 


would be placed th the state general fund to be appropri- 


_ sted as. needed, Another altornabs ve would be to distribute 


the Broweh revenue ae counties in & percentage 
, : 4 


equal to the per cent > he total replacement revenue 


4 


which the county received, 
If the interpretation at the total dollars lost 


mist be replaced to mits of local government within the 


“State, and the interpretation that the, limitation on real 


estate tax applies only to’ the repldtexent tax, then the 
State would simply have to distribute as many dollars of 
replacement rovonuo to all counties as was Lost. in all 

s 


counties. ! ‘One, method of accomplishinss, this, on the basis 


of population, has already boen discussed. Another mothod 


ins = 
Tejeas6 note that this would insure for all time 
that taxpayors in dreas of present industrial concentra- 
tion would receive favored tax status through ‘lower tax 
rates, . : ; ; 


- 
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; , which may oe ness is a more ozalitarian concept uti- 

lized by the federal poveetnene in the revenue sharing 

progran. ‘Under this method, distribution of tax revenue ig 

Accomplished ahi the use of effort and abi they’ crite- 

ree” Effort is neaained by the Géneral Tax ‘thee Factor 

a ; (GTEP) , and ability is moasured by tho Relative: Ineons 

) ctor (REET g5039 terms are defined in ‘the following 


net taxes collected - 

‘(state and local) 

agsregate personal 
income 


.  GTEF = 


a 


bie ads Effort Factor 


per capita income of the 


A : ? 
RIF = Relative Income Factor aes OG States 8, 
re 7 ‘ Per capita incom of the 
. state 


it 


These factors are then deed, in conjunction with a ae 
“urban population and total population, in at ag-factor and 
a five-factor formula to cotermine the amount of revenue . ds 
sharing money AllocYted ba a state. Tho local government ad 
forrmla is somewiat aimilar. Tne formula has had mixed 
results in ita abListy to redistribute ionien Do Hessen: 


1 


rn tr a » 
< 


a 

Samos M, Fachanan and ie is Flowors, The Pub- 
lic FPinante. A ta, POS, ee 2 ee Les o! (erase mats (ehee) ° 
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this formula does attempt to. recognize the inoquities, 
within a geographical area, of the ability of a local tax- 
payer to support some minimum level of services. ‘States 
with low @bility and high effort receive more federal 
revenue sharing monies than states with high ability and 


low effort. It also may be appropriate to use this concept 


to allocate the personal property replacement revenues. If 


' this concept or the population method of revenue allocation 


fs utilized, the growth revenue could be easily distributed 
along with the regular appropriation by the same formla. 
If the ebtbenprota vias of the constitution that any 


formula could be used which provided total dollar replace- 


* ment for all units of local governmeft , and the intersrata- 


tion that the tax could not be ad valorem real estate was | 
a limitation on the allocation method, then the determina- 
tion of some minimum replacement amount for each unit of 


Loca? BOvorumny end achool district would be necegsary.- 


. This ‘could be accomplished by any method, including the 


“one previously described, we would determine the amount 


of monies lost on January 1, 1979. The ro ‘placement could 
be accomplished by «-fhag-tarndbss clause which would 
guarantee units of local governmént and school districts 


the amount of, veplacoment monies equal to the amount of 


--moniss Lost on January dis 1979. Another method would be 


c } ¥ 


to utilize an equaiization seas) had a hinimum amount 


154 
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- i. , ‘ 
Buaranteed to egy pit f local eeovernment and school. dis- 


= 


brict, the minimum amount noe the amount lost on January 
; 1979. Finally, a thira aTeeraativs would be to allow a 
eas of the provliowaly described flat Erant and the 


* equalization form tn, Ithac systems may be workable,*but 


‘ + . ; “ 
these seom to comply with the constitution. 
Revenue Allocation as it Affects Schools 
School districts (2975-1976), Statewide, receive 
’ ‘N 
* approximately 45S per cent of their ete ine from their local 


tax bese (primariiy Property aqualizod assegssa valuation), 
&, = . . “A 
approximately 49 par SS Gdi2 holm c.nding from the state > 


x 


: | (through the grent-in-ald Porm ula}, and the remainder. from ° 


federal sources, The local School district has legal 
\ \ — : 
, limitations placha “pon tre tax rate in each fund which it 


- 


cannot surp P82. Som of thesa iefal Limitations on the oe 


~ 
pi 
« 


tax rate can va ‘tered by tho zuccessfui passing ofa 
&eneral referendum to Paise ths rate. Other tax putea eon 
be altarec only through the BUUCLORS 4F ting ee ee 

a Since the 

_ levied by 


GIscries, 


Ny 


Would result ii: c vil gee eee Pei Te de 7c Lavy 
eWa3 heid coustent. iP tis “BA MRCOCS wore at their legal, 
Meaxo2miuns. bators Chara icc a CR TE OE equalize 
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ascassed valuation, or if there had’ been an unsuccessful 
m*r-endum to raise the rates, then the school district 
would not peceive as much ioyenue from the local sources 
as they had received before ‘the tax base was reduced. It 
would require a higher tefrate to get the same number of* 
dollars when the district's assessed valuation was reduced 
than it would have required. seeeve the district's assessed 
valuation. was reducod. ; 

, The bond and interest fund has a statutory debt . 
limitation of 6 per cent of the asséssed-valuation of dis- 
tricts with grades K-8 or 9-12 and a 12 per cent? limitation 
for ‘districts with grades K-12 .20 Districts which are 
presently close to, ot cog limitation would not be able 

. | to call for a ere to: expand educational facilities, 
in. the forn of new buildings, if the equalized assessed - 
valuation of the sehool. district ward decreased. A 
statute iwhich would simply raiso the debt, limitation,of 
the school district in tho bond and intbrust fund would. 
result in replacing the revenue lost ae a tax on ad” 
valorem real estate, the only tax the school district would 7 
then have available to then. 
a , 7 . 

10r 46. O. Garber and- Bon C. Hubbard, Laws Finanes, 


. and the Teacher in Illinois (Danville, I1l.: ‘fhe Inter- 


‘stato peeren: and Yublishora, tne, LITS) 4 a 
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. Some of the districts would have the money lost for 

the operation. of the school districts replaced through the 

state grant-in-aid forma. (For more discussion of this 

see Chapter 11.) However, 8 Qe Behiool districts, which 

are "wealthy" in terms of equalized assessed valuatign per 

TWADA pupil, ‘would not lose sufficient equalized assessed 

valuation to decrease the equal izod¥assedsod valuation per 

TWADA pupil to qualify for increased aid under the state 

- : grant-in-aid formmla. These districts would have to rr . 

“their local tax rates to receive the a dollars in 7 

seventies, wien would be replacing the revenue lost with a 

a .- tax on ad valorem real estate, unless a minimum grant was 
ia ad to replace the revenue lost. 

Since the Illinois Constitution of 1970 ae 
adopted, the only debt limttations Which have been imposed 
upon school districts have been statutory. Therefore, as 
previously dnacuases under the section which dealt with the 

“bond and interest fund, any action which will ‘result in the. 
ocnecs ‘of the equalized sesosacd valuation of the school 
district will. dutoingioaty result ina decreased limita- 
‘tion. TL, the pene limitation. is. raised and additional 
: » pevenus ‘ia pot’ ‘provided: fion some Source other ‘thar bhe* 
eg local tax Bage, eae weplacoment tax will be ad valorem 
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The last purpose mentioned in the opening para- 
graphs of this chapter was to: 
“se 5 
22. . Develop alternativ& models which déliver the 


appropriate amount of collected revenue if the assessed 


valuation of an individual school district changes after 
yy : > 


January i; Palas 
It appears that this will not be possible unless 


* 


the present assessment method, with all its ‘inherent -prob- 


* 2s . 
aL is continued. After January i; 1979, 


if the nstitution is complied with, there will be no. a 
4 
Therefore, ni a wound be impossi~ 


t t 


records of the personal: pr erty equalized asdbasod vatua——", 
tion of a school ne 
ble to determine if a shift had occurred whieh should 


result in a change. the replacement, rdvaniie the school . 


: A . * 
district should eeecl vo. If this purpose wore tdi be- ” : 


be 


achieved, ofe alternative method might. be ta have eetse 


vty 
or Paint be reassessment,.of personal. profarty’ within unite’ ¢ 


of ‘local government and school districts to correct any 


paroentaxe changes which had occured Bothoon the time of - 


ha 


the assessment and january 1s 1979: relative to ‘othe os 


ie 


units: of local governmént and school ‘distal ote. within the” 


v, 


state, Ifa minimun grant, ‘frozen. velue of re venué - 
cae 4 =, a 2 
allocation avsien were eponveds this’ ‘reassessmant, ,Would” ° (- 
; ee « ers, -~ 
‘, > probably be necessary. As moos a 
: . "he - a a ; ¥ 
_ +, 
= & oy Ps] % 4 
: ; res i 


Ly 
Sumpasny of Alternative 
Allocation Methods 

The following alternative allocation methods vod. 
y meet the requirements ‘of the aap aero set forth in the 
Illinois Constitution of 1970, article IX, section 5 (c): 
. » » Shall wéptade all revenue ost by units of tere! 
government. and school districts ... ," and the limita- 
+ _ tion that the taxes be ®. .._. other than ad valorem taxes 
- on: ‘real estate... 8 | 
ie : _ ¥ Le Prepare a ‘formmla which would piéyidsa. for the 
a direct r@iplacement of- all monies lost by units of local 
os ae government: andy s¢hool, Aiwtviets on January 1, 1979. The 

e exeine must hatch, dollar for dollar, hs amount of revenue 


a y 4 


a 
lost. ns ie 


Fi - 
r * 


hin grant speciy 


oe — 2. Devisdan’ sie a type of& formula, with a 


ed for each unit or sacra Caeuiia 


* - and, school district - 


pe: wail 


- ae of, a save-harMhess clause, or in terms of we 


_ The minimum grant gould in the 


* ? | dollar: value, as ‘Loxig ag that: dollar value was not less 

i than ‘the ‘aniount of | revenue lost on January 1, 1979. 

< ~~ :* ip hs following alternative allocation methods would 
‘neat tho requirement of “the limitation ", - - shall replace 
all’ TeRenue ‘lost by units of local government. and school 
(districts - «+ »” and the interpretation: that thie. second 


“Phrase .agplto’s only to the replacement tax, and not: to the, 


- ‘ js a wt 8 Ms - . . , ee 


allocation system. . 


3. Draft a formula which would provide for the 
distribution of replacement revenue on the basis of popula- 


C 
tion. 


4. Distribute replacement revenue on the basis of. 
a formula which allowed for the redistribution of wealth, 
similar to the revenue sharing formula. 

) The ‘following alternative allocation mefthods would 
hoot the requirement of the interpretation of the constitu- 
tion that any method could be used which provided total 
dollar replacement for all units of local government, and 
the interpretation that the tax could not be ad valorem 
real estate was a limitation on the allocation method. 
S. “Introduce a formula which provides for t¢ 
allocation of the replacement revenue through «tie come 
witH?a save-harmless clause. ‘ 

6. “Aléeate the replacemént.nevenue through an 
equalization formula, with a minilmm grant for each unit 
of local government and Sciiesd district. | 

7-LAc ice of alternatives 5 and.6, as long as 
the amount recgived was equal to or greater than the 
amount iost on January 1, 1979. | 

The allocation of the growth ré@pnuo would not be 
a matter of concern, under any system. The growth revenue 


: rs 2 . 
would pnobably be outside the limitations of the 
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constitution. / 


: The following alternative alloc Lion methads would 
meet the pocute eat of tho limitaté#on that all revenue 
lost shall be replaced to school districts, and the 
limitation that the oe ene should Pot be eneeee an 
ad valorem tax on real estate. 2 

' 8. Design a formula with a minimum grant program 
which provided for direct replacement of each dollar lost 
because of docdased equalized assessed valuation. : \ 

9. Use the present state grant-in-aid formula, 
with a larger flat grant, and the addition of a save- 
harmless clause. J 

10. Implementation 6f one of the Peeks ous two. 

The following alternative allocation method. “would 
meet the eequtrencnt of the replacement limitation, and the 
interpretation that the. second phrase applies only to the 
replacement tax and not to the allocation system. 


ats 
vo 11. Replacement of the revenue through the presefit\ ° 


ah, 


grant-in-aia systom. : | ‘ 

The following altornative allocation mthod would 
meet the poalisonent of the replacement limitation, and the’ 
interpretation that the second phrase ereeres only to sii 
allocation mthod. : a . . 

| * 32. Develop a formula which provides for the . 
allocation of the! Hepiacenent wavenue through the use of aad” 
a” 153 : ° 
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the present grant-in-aid system with a larger flat grant, 


and the addition of the save-harmless cTause. 


It appears that whatever allocation’ method is used, 


larger equalization grants will be necessary for units of 


_local government and school districts to eliminate the 


shift of indebtedness to the ad valorem real estate tax 
base. If a minimum grant method of allocation is used, 
it would be approprigte to have a five- or ten-yoar 

reassessment of personal “ property Fe) Ae readjustments 


could be made because of shifts in plant location. 
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CHAPTER VII 


# 
CONCLUSIONS Aff RECOMMENDATIONS 


— y 
On or before January 1, 1979, the Illinoig. legis~ 


lature must make a decision; that is, whether or not to 
remove the ad valorem tax on personal property. It wag the 
Problem of this study to determinéd the size and nature of ° 
the fiscal reform that the legislature must bring about in 
order to fulfill the requirements of Article IX, Section 5 
of the Illinois Constitution of 1970; with specific atten- 
tion being given to the effect of the reform upon public 
school districts. This was accomplished by proposing and 
investigating twenty-three purposes. The purposes and the 
digested results were as follows: . ; 

; Le Determine what the wEEtors (qt the constitutéon 
intended in Article IX, Section 5. / 

It would appear that the drafters of this section 


of the constitution had two distinct purposes in mind. 


First, they wanted to abolish the ad Valorem tax on poer- 


Sonal property. Second, they wanted to insure that this 
abolition would neither bankrupt units, of local government 
dnd school districts nor result in the shifting of “he tax 
burden from business and industry to tho. individual tax- 


payer. However, they did not want to be too directive to 
< - 148 7 
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the legislature, and Saddle them with a revenue article 
which would bo unduly restrictivo.. : 


2. Detérmine the offécts’ on local school districts 


af the personal proporty tax had been abolished on January 


1, 1973. 

Tf the tax hd boen replaced, and the present 
grant~in-aid formula had boon fully funded With no changes, 
the’ state would havo had to crea3so thease Contribution 


to public schools from 1.391 Million dollars to 1.576 


billion dollars. The local contribution ‘to public schpols 


would have dewnanded Gan 1.457 billion dotlara to 1.237 
billion dollars. ~The total dollars to be expended for - 
public schools would grop from 2.648 billion -dollgrs to 
2.813 billion asthe, ee a Het loss of 35 million dollars. 

. 3. Determ#ne the effects of local school districta | 
if House Bill 990 haa hoen fully implementéa on January 1; 
1973. 

If this had akon, place, and the present grént-in- 
aid formula had been fully” funded, the state would have 
been aad to decrsase the ‘state eenreTOeVi-on to public 
Schoers from i 390 billion cre t&1.30% billion 
dollars. The local contribution to public Schools would 
have increased from 1. 157 billion dollars tcl. h6S billion 
dollars. The ‘total dollars Ko be experided for publ ie 
schools would inecrsase from 2.€h8 billion dollars to 2.850 


J 
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billion dollars for a nat crease of 2 llion dollars, 


he Dotormine the offects on local school districts: 


i 


if the personal proporty tax had beon abolished on January ( 


1, 1973 and House Baan 990 had boen fully implemented on 
January i, 1973. 

The combination effect of both actions, with the 
present grant-in-aid formala fully, funded, would have re- 
sulted in the state increasing the state contribution to 
education from l. 390. billion eelrars to 1.570 billion } 
dollars. The “local contribution to education would have 


decreased from het billion dollars to 1. 245 billion ™ 


dollars. The cord dollars to7be gr pense for education, 
wld have declinod from 2. — billion dollars to 2.815 
fan? dollars, for a net face of 33 million do}lars. 

5. Dotemdue the effect of the loss of the person- 
al property asseadad valuation ont ‘¥tie ranking of school 
districts on the basis of assessed valuation pe : . WADA 
pupfl for FY 1975. . 

Statewide, there would be no significant change ple 
the ranking of school districts on the basis of assessed 
valuation per TWADA ound for FY 1975. However, there 
would be" cemSidarablo effect upon tne rankinjss of individs 
ual school Aistricts. . 

6 Determine tha offect of House Bill 990 on fhe 


ranking gf school districts on the basis of assosseda 
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valuation por TWADA pupil Lor ry Lif» Pom 
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Statowido, thers would be no significan change in 

the rankini of achool districts on tho basis of assessed 

valuation por TWADA pupil for FY 1975. “However, thore 


would be considerable effect upon the rankings of individ- 


Se districts. _ \ 
7. Dotermine the effect of the loss of the’ person- 


‘y al property asses3ed valuation and House Bill 990 on the 
‘ a. ranking of school districts on the basis of assessed valu- 
ation per TWADA pupil for FY 1975. | 
Statewidu, there would bo no significant change in 


s 


the ‘ranking of school districts on the basis_of assessed 


valuation per TWADA pupil for FY 1975. ! there 
would be esustdorabis frees upon the rank of individ- 
ual school districts. | 

8. Determine the effect that the loss of the per- 
sone proporty a3s3330d valuation would have on the state 
contributicn to oducaticn through.the gsrant-in-aid.. 
formula in FY 1975 in terms of achisvoment of fiscal 
neutrality and parmisuyiblo variunce. 


¢ Generdly speaking, the romoval of ths personal 


proporty agsoschd valuition result on greater fiscal 
neutrality for sjermontary and hisn senool districts. Unit 
districts oes cloin to achieving Ligcal neutrality 


7 
that the stamMiart nothots of analysis bocome inconclusive. 
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Komoval of tho purgoual j 


results tn 


docroasod varlance 
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~ 


reper y nssosgod valuation also 


of axponditures betwoen 


school districts. however, if tho lesiglature should adopt 


somo nethod of roplacing 


r~ 


the prosent pereit-In-atd 
permissiblo vaslanse sat 


ly ait Capon . 


9) Deteriano the offoct that House 


vaonue which did not utilize 
+ 


syautem, thom tho effects upen 


the ro 
Cilecal neutrality could bo marked- 


Bill 990 would 


have on the state contribution to education through the 


prante-in-aid fornia in 


fiscal neutrality and 


Ve 


£ 1975S in terms of achiévement of 


pormiusible variance. 


femevaliy spoaklag, House Bill 990 decroasss fiscal 


neutralit;, yes lomontary 


ever, it 


, 
a4 


unit districts, 
990 resulted in 


t sec 
TWADA pupil. 
hish scoot “isp ietsa, -& 


BLOONS. tne diste iis 


3 
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@ui high school Jistricts. 
eo Las 
idl ill casu3, tne effects of -House 


ertPouded-varlation in expenditures 


wy a io¢ are » } 
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t 


. 


How- 


ro 


ryasa ff¥ecal noutrality in the 
Bill 


per 


fn the case of tne olementary school and 


nis variation seemed to occur all 


u.it districts, however, 


9 loss of tne per- 
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achievement of fiscal neutrality and permissible variance. 


The ‘effect of the removal of the personal property 


assessed valuation is so strong that the,combination effect. 


is a. decrease in pormisaibie variance, » ‘and an increase in 


fiscal Aeueneitey. The only.exception is-.the unit district. 


- The unit districts are so close to fiscal neutrality, the 


results: oe ineonclusive. 
ke 


11. \ Determine the effect that loss of the personal 


a prophrty assessed valuation will have upon school districts 


‘ v 


Yes 
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- the per cent of local xh -ibion, indicating they have 


in each of the six regions, defined by the Illinois Office 
of Education. _ . ~_ 
Generally speaking, wee tons 1 and 2 were the most 
affected in terms of detreased assessed er ae 
TWADA pupil. Henever, in terms of. expenditure per TWADA 
pupil, regions 1 and k were the Host-etboetea. Probably 
the most significant fact is the range of expenditure per 
TWADA pupil which exists between regions within the state. 
aia. Dotermine the effect that HousSNBi 990 will” 


have upon schoolyiigitricts in each of the six regions, de- 


s 


fined by the “tM. ortice or #£ducation, 
Regions 2,:3, and all have, slight decreasas in { 
the per cant of Aocal aontribution, indicating that they 


have been overassassad. Rogions 5 and 6 have increases. in 


4 


been underagsss: sama: Region 1 stayed. tho sane. Under House 
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Bill 990, as written, no taxing body can lose assessed 
valuation. The changes made here were only done for. 
“comparison purposes. 
= 13. Determine the effect that the loss of. the pér- 
sonal property peegee valuation and House Bil} 990 will 
a * have upon school districts in each of the six regions, de- 
a a Illinois Office of Education. 
; The eenbinatien etect results in a decreased per- 
centage of local contribution in regions 1 through 4, and 
& ppeater percentage of state aid. Regions 2 and 6 will 
have an increase ‘in the percentage of local Sateauticn 
Bnd a decrease in the percentage of state aid. However, 
_ region 6 #% the only region which will lose any actual 
dollars in state aid. 
a Uy. Estimate the amount of funds which the consti-< 
tution says must be repiere? to all units of local govern-. 


ment and school dtetniees on January 1, 1979, by the aie ha 
as a result of the proposed abolition. fl 
on January 1, 1979, the state should be prepared 
te replace Bppneninat . 660 milflon dollars of lost 
| revenue to unite of local EON enrRot and school districts 


Ss present @xXp por 
~~ 3 “b otwe.a) 390 mintfon dollars ane 70 der dollars must 


Av trends: continue, Of this amount, 


. ae ; 


be ropleced tb “tHe school districts. |) 
f oa os ; ‘ Jf 
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. 15. Determine the limitations imposed ee the - 
" - legislature by the constitution, with respect to ‘alterna 
. tive replacement tax, Sources. 
a re alternative replacement tax(es) must met four 
limitations imposed by thé constitution. First, ‘the tax. 
8 must be statewide in’ nature”, - Second, the fax nust be a 


‘tax other than one which e an.ad valorem: hae: on real. 


° x 


estate. ‘Shird, it inust be solely on Phoss Glasses relieved 


of the ‘ubdéa of the present tax. Finally, it must be 


“ 


sufficient to replace all révenue lost Fo units of doce 
gi a ta and school districts. | 
16. Develop alternative tax Sources which are 


consistent with. the lini tations imposed in the Illinois - 


* 


- constitution, . 


Pour vtem ae taxes which seem to be consistent 
with Limitati ons of “np constitution sre; a gees rated =. 


corporate income tax, anew income tax aie 


a value-added’ tax, and:a poll tax pa er 


a 


-17. Determine What the effect of these alternative. 
taxes would be on the competitive relationghip of Illinois 
. businesses in the marketplace. 
If ie premise is accopted that industry is inter- 
ested onfly in the total tax bill ‘and not in the combination 


of the taxos, then i4 ae have no efféct at all, How- 


ever, if the tesislature Ancreases the total tax bill to 
167 
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Present inequities in school funding, which are detailed 
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f 
indus tay. gee that this tax bill is larger than in 
neighboring states, the. it could have'a serious effect 
upon Illinois! ability to attract and hold industry. 


18. Develop alternative models which will deliver . 


the appropriate amount of revenue to replace the ae 


4 
wars 


for operations lost Spies. of local Sovernmont and schoo 


‘districts. 


If the courts determine that the revenue replace= _ 
mont, must be on the basis of dollar-for-dollé&r replacement, 
chon. ‘the ‘number of alternative replacement \wethods is 
severely limited. Also, it will cause present’ inequities. 


in school aE 9 (contanue. However, if the courts de- 


cide’ that the _revenue may. be replaced on the Rasis that all. 


dollars 1dst to units of iecaa government and school dis-. 
tricts within the state must be replaced, but not nexessen= 
ily in the same percentage or amount as was lost from one 
individual unit of local government, or ‘schoo! district, 

then a method could be utilized which would reduce the 


a 


in Chapter Til. 


19.° Dotermine if the present grant-in-aid formulas’ 


4 


"would be aole. to be used to replace the ‘revenues lost due 


Pe 
to the abliticn of the personal property tax, or if mad 


would need legislative modi fleati on. : 
E : 


School-districts which have assessed valuations 


higher than tho ste te suaranteo under the new erant-in-aid 
: & & 


“BS é ax 


1858 


to. 
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By 


v 


i n. * ; ee a A 

| le eee 
ae formula will not have that portion, of. lost sonnets - 
4 which is a result of _the excess assessed valuation above . Aa 
the state gurantee. If the courts determine that: there? we 


one 


‘must be a dollar replaced for Sash dollar lost by an’ ‘tnd - 
vidual sence! district, then baie will need to be: some, | 
form of save-harmless legislation modification ipprsduced. ts 
School districts which have tax rates which re higher than 

» the tax rates needed to qualify for the maximum state aid 
will also be faced with t Same problem of unreplaced 
revenue which was pesganced by high assessed valuatians, 

’ with the same end rpsult. 

: 20. Develdép alternative models which will replace 
d the revenue lost to the bond and interest fund of the local 
school district as a result of the abolition of the person- 

al property tax. 

vy : Revlecement of the Hevenas lost to the bond ana 

interest fund must be made through some method other than 
‘raising the steGuee debt limitation on the Ped To do 
thie would simply shift the replacement tax from a tax on 
personal property to the ad valorem tax on real agents; in 
apparent violation of the limitations set forth in the 
constitution. Therefore, it appears that the replacement 


revenue must come from some new source, such aa the state 


gevernmpnt, perhaps through the Capital Development Board. 
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os 21 « “Develop-alternative models to insure that 


a _ individual school districts will not have their debt lim- 
: yy : aa, > 


“Aatton reduced as & result of the loss of the apsessed - 


tag . : valuation from personal property. 
2s" Tf the Limitations of the constitution are to be 
zag — followed, then it a that oe may not be possible at 


ee this time because ons method of combining personal prop- 
: erty assessed valuation and real property assessed valua- 
tion te determine the debt limitation of the school dis- 
’ tricts. To decrease the assessed valuation of the school 
district is to decrease its debt limitation; i. increase 
“the statutory debt limitation after the decregse is to 
shift taxes from personal property asg#Sssed valuation to 7 
- ad valorem read estate. ; 
“22, Develop altertative eer which deliver the 
appropriate amount fof ee ee revenue if the maaeosed 
valuation of an individual School district changes after 
January 1, 1979. ion . 
Since there J be-no assessment of personal. prop- 
erty after Jenuar7 l, 1979, it would bo impossible to 
determine if the assessed valuation of the school district 
changed, due to the gain ‘or lossiof personal property. 
a If this is to be accomplished, Rowever, then some method, 
\such as a five- or ton-your ‘reasscasnont of personal prop- 


» Would need to be implemented to determine exactly 


2 
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where the shifts took place and in what magnitude, : . 
ce Develop proposals for consideration by the 
General Assembly and its several Conmilnteee and siesta 
Which are studying this problem ‘and will be cree enee by the 

decision. 


See the Recommendations Section of this chapter. 


SSN 
« Summary 

‘ If the legislature chooses to accept the mandate of 
the constitution, then it appears nore are definite 
iimitations upon the type of replacezient tax which ‘the 
legislature may impose. If the replacement tax fails “to \ 
mee the specifications set forth by these limitations, 
then the Soins may detérmine that the replacement taxes 


are unconstitutional. -_ ‘ U 


‘ oat 
4, 


‘i ' Generally speaking, the present grant-in-aid 
formula will replace most of the re¥enue lost to school 
districts. The unreplaced portion, 35 million dollars, or 


“1.21 per cent, will be lost for one of two reasons. If a 


school eae has an operating tax rate higher than the 


qualifying ex rate, or has assessed valuation per pupil’ 


, higher than’the guaranteed minimun, ‘then the portion of the 


revenue lost becausstof theses conditions will not be re- 
Placed by the present grant-in-aid system. Some school 
districts, which neve large concentrations of personal 


property assessed valuation, will bo severely affected by 


fl 
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( | the removal of the personal property assessed Sees 
Patrons of those school districts must determine their 
priorities, in rms of education services, and be prepared — 
to assume a greater portion of the ‘financial responsibility 
for the provision of those services unless the state re- 
Places the revenue on a codtagpror“dollar basis, or enacts 
a safe-harmless clause. . Residents of school districts 
which have been underassessed in past years will, under 
House Bill 990, find that a shift has occurred in the a 
cent of total expenditure which is to be borne at the 
local level. ; . 

Although the revenue to be replaced is substantial, 
“approximately 680 million dollars on January 1, 1979, the 
éollieetton of this revenue for units of local govarmnment 
and school districts is a mich more sensitive issue. Be- 
cause of the limitations upon the type of replacement caxen 

t which the legislature may impose, the taxes must be both 

broad based and selective. Whether an 3 crease in the 

present corporate 7. ae tax is utilizdd or whether new 

4 taxes such as a tax on partnerships off value added is” 

| utilized is immaterial. What is ce aia is that the 

Al legislature should enact revenue ere cere which will 
meet the- limitations Ref tho constit tution. , 


Depending upon the interpretation of. the constitu- 
. “ : ‘ 


tion by the courts, the allocation of the replacement 
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revenue may be easy or extremely difficult. Taal the courts 
holé& that the revenue may be distributed on a basis which 


the RoEPoass property assessed valuation in the state, ean 
any of o several present allocation| met 
to be dde 

woe 


Y Would appear 
equate. TaQsevers if the daunes h 


is ognitable and eee the present distribution of 
ld that. there 

mst be a dollar-for-dollar replacement of Lost revenue, 

be established 


“then a whole new revenue distribution system may need to 


Recommendations 


It is recommended that: 
7 1. 


The legislature through its several committees 
and commissions continue the study of the effects of 
Article IX, section 5 (c); 


2. Similar studies‘to this one be done on other 
portions of the business, municipal, and educational com- 
munities to determine the effects that the abolition will 
have on them; | . _ 
‘ 3. No shades be made to oe present constitution 
» until the effects of those apes chang ges be carefully 
: analyzed; - ” 
* ( 4. Any replacement taxeg_which are imposed be 
broad based, but that they do not impair Illinois’ competi- 
. tive advantage with other states in attracting and holding ig 
_ business and industry} i 
ir . : 
2's 
: - 
. : ; ; 
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5. The present grant-in-aid system to education be 
continued, with particular emphasis: on reducing the per- 
missible variation of expenditures between actei es and 
achieving "fiscal neutrality; 
6. Legislation be considered which would reduce 


the regional variations in expenditure per TWADA pupil. 
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